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Cypress, California, Thursday, February 21, 2002
10: 05 a. m

MR, WOOD: Good norning, and wel cone to the regularly
schedul ed neeting of the California Horse Racing Board.
It is being conducted on Thursday, February the 21st,
2002, at the Cypress City Hall, 5272 Orange Avenue in
Cypress, California.

Present at today's neeting are Chairman Al an
Landsburg, Vice-Chairmn Roger Licht, Conmi ssioner WIIliam
Bi anco, Conmi ssioner Sheryl Granzella, Comm ssioner John
Harris, Comm ssioner Marie Moretti, and Conmi ssioner John
Sperry.

Before we begin with the business of today's
meeting, | would respectfully request that if you have
testimony to present in front of this Board, that you
pl ease clearly state your nane and organi zati on before you
begin to testify. |If you have a business card for our
court reporter, it would be appreciated if you would give
it to her before you testify, also.

Wth that, | would like to turn the neeting over
to our chairman M. Al an Landsburg.

MR. LANDSBURG  Thank you, M. Wbod.

Because of the short tine between our |ast
nmeeting and this, our mnutes of the |ast neeting are not
avail abl e for perusal or for checking, so we will nove on
now to our first agenda item "Discussion and Action by

the Board on the Application for License to Conduct a
Hor se Raci ng Meeting of the Bay Meadows Operating Conpany,
L.L.C., at Bay Meadows, comrencing April 3 through
June 16th, 2002."
Jacki e.
MS. WAGNER: Jacki e Wagner, CHRB staff.
The application before you is fromthe Bay
Meadows Operating Conpany --
MR. LANDSBURG. |s your microphone on, Jackie? Excuse
me. | am having troubl e hearing.
MS. WAGNER: The application before you is fromthe
Bay Meadows Operating Conmpany. They're proposing to race
fromApril 3rd through June 16, which is 55 days, which is
one day less than they raced in the year 2001. They are
requesting the option to increase the nunber of races if
sufficient horses are avail able.
They will be racing five days per week, Wednesday
t hrough Sunday; with eight races on Wednesdays, Thursdays,
and Fridays; nine or ten races on Saturdays, Sundays, and
holidays. First post time is 12:45 p. m
We have received the horsenen's agreenent, and
staff would reconmend that the Board adopt the
application.
MR. LANDSBURG. Do we have any discussion of this
license fromthe Board or fromthe audi ence?
MR. HARRIS: | amnot clear on the Cal-wagering aspect
of it. WII people nationally be able to access this?
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MS. WAGNER: |Is there a representative fromthe

Bay Meadows Conpany that can answer that question?
MR. LI EBAU. Jack Liebau, L-i-e-b-a-u, president of
Bay Meadows Operating Conpany.

We wi Il have advance deposit wagering through
Xpr essbet .
MR, WOOD: | think your mcrophone is not very close
to you. Is it on?
MR, LIEBAU: | will try to speak |ouder
We will have advance deposit wagering that will
be of fered through Xpressbet.
MR HARRIS: | amnot clear. Xpressbet obviously has

an agreenent with the TOC, but on sone of these other
outlets, the Phil adel phia outlets, would they be offering
Cal -wagering through their facilities or Xpressbet?

MR. LI EBAU:. Xpressbet does not insist upon
exclusivity, and therefore our signal would be nade
avail abl e to some other people who are offering advance
deposit wagering. But in California it would be only for
those who are |icensed by the Board.

MR, HARRI'S: Could a person in California nmake a bet
on -- having an account with soneone in Pennsylvania and
make a bet?

MR, LI EBAU: MW understanding would be that a
California resident would only be able to make a bet
through an entity that's licensed in California; | believe
that's the law. So if, for instance, the Bay Meadows'
signal went to New York OTB, which conducts OIB -- besides
their OTB activities, does have account wagering, they

woul d be able to offer that service to anyplace that was

|l egal as far as they were concerned; but they would not be
able to offer it to a California resident if they weren't
licensed in California.

MR. HARRIS: Setting aside the California races, what
I am concerned about is, say, a New York OIB or
Pennsyl vani a offers it, say, to sonebody that is in sone
ot her state, |ike Kentucky, that's betting. Basically the
nmoney that would float back to California track
conmi ssions and purses is going to be quite a bit |less
than if they did bet through Xpressbet.

MR. LI EBAU. That's correct.

MR. HARRI' S: Because your selling the signal to
New York OTB for |ike three percent or so.

MR. LI EBAU. Not enough.

MR. HARRI'S: Not enough

The problemis it really looks |like you're
conpeting with yourself to do that, but | guess it
bal ances it out.

MR, LIEBAU: | think | can go so far as to say that if
Xpressbet had a nonopoly in the United States, there would
be nmore nmoney flowing in purses and track comm ssions in
Cal i fornia.

MR. HARRI'S: That's true.

MR. LI EBAU. But we don't have a nonopoly.

MR. LICHT: Jack, what's being done with off-shore
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betting, these rebate shops and so forth that are
subl easi ng signals from other places?

MR LIEBAU. At this point in tinm, an effort is being
made to i ncrease the ampunt that's paid by people that are
perceived to be rebaters.

MR, LICHT: What about sending strong letters saying
that we will pull your signal if we learn you are
subl easi ng our signal w thout our pernission?

MR. LIEBAU. At this point in time, |I don't know
whet her the tracks are in a position to do that or not.

As far as identifying for sure who they are, | think once
you perceive one person as a rebater, and if you cut them
of f, those people go sonepl ace el se.

It's a problem and | think that the industry as
a whole will continue to strive to get control of their
nmut uel pools. And | think that's an attenpt that's being
made now through licensing in California, you know.
That's a big step in the right direction as far as that's
concer ned.

MR. LICHT: | think it is a major, mmjor issue nyself.
I think much nore noney flows through those rebate places
than we have any idea.

|'ve spoken to Hol |l ywood Park, and | think we are
going to put together a group to try to nonitor that and
really try to work for the industry, to nake sure that
those rebate shops are cut off.

MR. LI EBAU. Jim MAl pine, who is the president of
Magna, spoke to that issue and was quoted quite a | ot as
far as the problemw th the rebate issue. W are certainly
aware of that and are trying to develop a plan to counter

it.

MR, LANDSBURG It should be recogni zed, M. Liebau,
that the Board itself has taken sonme steps toward
noti fyi ng people who are advertising. And | don't know
whet her that's commn know edge for those who have read
our press releases. But we have notified a nunmber of
outlets, radio and tel evision and newspaper, ren nding
themthat they are licensed to carry on legal activities

and that advertising for illegal activities may fall into
a problemfor their licenses and for their continuing
operation.

We find that getting support fromthe racetracks
who are afraid to cut off any nmeans of betting is alittle
nore difficult. And | would hope that in the operation of
your license and within this fear that influences you, you
will help the Board in its effort to cut off illegal
betting.

It is a problem It does bring in -- we
recogni ze it brings revenue to you in sone form W try
not to cut off revenue sources; however, illegal sources
nmust be stopped. And the Board is in the process of
taking as many steps as it can, and | hope the tracks wll
support it.

MR. LI EBAU: We will support your effort, and we
appl aud you for making it. | think none of us are
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condoni ng the rebate issue. But | think that we have to
recogni ze that in sonme jurisdictions rebating is nore
prevalent and is in fact legal and is being carried on by

some of the major tracks in the United States at this very
nmonent .

MR, LANDSBURG It is regrettable that we can't gather
a national consensus on it.

MR, LIEBAU. | nmight add that | do not think that any
California tracks are participating in cash rebates.
Thank you.

MR. HARRI S: The other issue is two-way bets. There
are always quite a few ads in the Raci ng Form encouragi ng
people to set up accounts with websites, facilities, that
of fer wagering. It would be prudent for the tracks to
take a l ook at who is doing this and the viability of
letting these type ads be distributed under a |licensed
facility. That's clearly in violation of California Law

| hope the tracks would take a proactive approach
to whoever is advertising in that way.

MR, LIEBAU: | think that we will continue our
di scussions with the Racing Formon that issue. And as
you know, M. Harris, that issue dates back to about 1992
and 1993, when we did have those discussions with them

and we will continue to have those discussions with them

And of course, where the lines of free speech
cross -- and this | don't know because |I didn't get a good
grade in constitutional law -- but we will continue to
persevere in that area

MR. HARRIS: | think free speech is there, but | don't
think the lines are there. It seenms to nme that you
cannot -- the right of free speech would not include the
right to advertise sonething that was clearly illegal in
the state you are advertising in.

MR. LIEBAU. | think that we have to -- the issue is
whet her the paper is being distributed in interstate
comerce -- not just in California, but in interstate
commerce; | think they have an argunent.

I think that we will continue to have a dial ogue

with the Racing Formand try to persuade themto not
partake of that advertising revenue.

MR, HARRIS: | think they woul d obviously have the
right to do it, but you have the right over who sells,
period. You could disallowthemto sell the Racing Form
in Santa Anita. That may make these ads an issue to them

MR, LIEBAU: | don't know who would blink first,
because | don't know how rmuch the handl e woul d go down if
we didn't have past performances avail abl e.

MR. LANDSBURG One ot her question: |n your

horsenen's agreenent -- | don't know whether this is to be
directed to you at Bay Meadows or to the TOC -- but you do
have a horsenen's agreenent -- is it parallel or the sane

as the agreenment that you have with the horsenen with TOC
for Santa Anita?

MR, LIEBAU. It is -- referring to the agreenment, as
far at it relates to Xpressbet, it is the sane.
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MR. LANDSBURG: Thank you.

MR. BIANCO | have one question. How many jobs in
mar ket i ng and admi ni strative positions have you put up at
Bay Meadows to handl e Xpressbet?

MR, LIEBAU. At the present tine we have a kiosk at
Bay Meadows and a ki osk at Golden Gate Fields. | would
say that right now the one at Golden Gate Fields is
probably manned by five or six people. There are actually
two ki osks at CGolden Gate Fields because it is a live
track; and at Bay Meadows we only have one ki osk, because
it is now acting as a satellite.

MR, LANDSBURG. Thank you.

If | may, we have a |ong agenda Item 5, which
will go into Xpressbet at length. | think we will hold
any further questions until then.

Is there any further discussion on Bay Meadows?
| see none fromthe Board.

Can | entertain a notion to accept the
application and approve the application?

M5. MORETTI: So noved.

MR. BI ANCO.  Seconded.

MR. LANDSBURG  So noved by Conmmi ssioner Moretti
seconded by M. Bianco. Al in favor?

(Motion was unani nously carri ed)

MR. LANDSBURG. The Board approves the license for
Bay Meadows to conduct a horse racing neeting from
April 3rd through June 16.

Qur second item "Discussion and action by the
Board for Application for License to Conduct a Horse
Raci ng Meeting of the Churchill Downs California Conpany
at Hol Il ywood Park, commencing April 24th through July 21
2002, inclusive."

Jacki e.
MS. WAGNER: Jacki e Wagner, CHRB staff.
Churchill Downs has filed this application for

license to conduct a thoroughbred horse racing neeting at
Hol | ywood Park. They're proposing to race fromApril 24th
t hrough July the 21st, 65 days, which is one day |less than
they raced in 2001. They're proposing to race a total of
559 races or 8.6 races per day.

They will be racing five days per week, Wednesday
t hrough Sunday, with eight races per day on Wdnesdays,
Thur sdays and Fridays; nine or ten races will be run on
sel ected Saturdays and ten races on Sundays. Their first
post time is 1:20 p.m daily, and they will have a
7:05 p.m post on Friday.

We have received the horsemen's agreenent. W
still have not received a fire clearance, and their
current workers' conpensation insurance is current through
March 2002, after which we would need to receive a renewa
on that.

Staff recomends the Board approve the
application contingent upon us receiving the m ssing
i nformati on.

MR. LANDSBURG Do you have any questions or
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di scussi ons?
MR. LICHT: Why not the Friday opening this year?
MR. BAEDEKER: Ri ck Baedeker with Hol |l ywood Park.
As part of the dates process the Board approved
was allowi ng us to open on Wednesday, given Santa Anita's

Sunday cl ose versus Monday close. And we've given up
three interior days during the neet, days after holidays,
plus a -- what | refer to as the neani ngl ess Monday t hat
we used to run. So as a result, the Board agreed that we
coul d open on a Wednesday, as was traditional for sonme of
the years.

MR, LICHT: And I know you and | had sonme di scussion
about the rebates. Wuld you |ike to give your response
to the question about rebates?

MR. BAEDEKER: Yes. Thank you, Conmi ssioner

The Churchill |anguage is specific on that in the
simul cast agreenent. | will read it to you.

"CGuest shall not accept |ess than the
face anmpbunt of wagers from patrons and shall not
refund or rebate any consideration based on the
face anpbunt of any wagers to patrons.”

And so that's the policy.

As we did discuss -- the problem becones
difficult in policing. W do have staff at
Churchill Downs dedicated to this.

And t here have been instances in the past where
Churchill has threatened to disconnect the signal. And as
a matter of fact, that would solve the problenm usually
it's a tenporary solution. W did, as a matter of fact,
two sumrers ago, cut off one of the recipients in |Idaho,

t he Coeur d' Al ene Casino, because we had beconme aware that
they were in fact giving rebates.

I will admit that this process has not been a

full-time job and sonetinmes sporadic. So we | ook forward
to discussion with the other tracks in California to do a
better job with this.

Al so, the context has changed conpletely this
year versus last. W' ve always been aware of the problem
with rebates, but there's a bigger problemnow of a
Churchill, slash, Hollywood Park partner that nmmy be
conducting account wagering in the state w thout being
licensed. So we have the sane situation there, where we
have to notify themthat they have to stop or we have to
cut them off.

MR. HARRIS: | noticed that the post tinmes you listed
were 1:20 and 1:10. | always thought it was inportant to
synchroni ze the California post times. The Bay Meadows
post tinme is 12:45. There's a big discussion with the
north to try to get the post tinmes at a 15-mnute
i nterval .

MR. BAEDEKER: There has as recently as yesterday, and
we will do our best to get them synchronized so we don't
step on each other. W nmay have it come back to the Board
and request that we nove our post times slightly, if
necessary. We think we will be able to work that out.
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MR, HARRIS: M concern is that possibly those post
times were raced because they coincide better with

Churchill post tinmes. That is really costing California
nmoney because we bought and paid for that signal. The
signal to the north is basically free. It would seemthat
Churchill Downs m ght cone out better the way it is; the

overall state would cone out with a better signal

MR. BAEDEKER: As a matter of fact, | wanted to nove
later, froma custoner standpoint. And also, the 1:20
post tinme is contenplated in the context of the ngjor
signals around the country. It is not entirely self
serving on the part of Churchill. It takes into account
Florida during the tine we race, of course.

It is a tough thing. And although you m ght
start at the tinme that is synchronized with the rest of
the country through DQ s, you might end up stepping on
each other regardless. But | would certainly agree with
you, Commi ssioner, that we can control California, what we
do here; and that should be the top priority.

MR. HARRI'S: There has to be cooperation. | think
this came out when we thought that they did have to be
synchroni zed.

MR, BAEDEKER: | think we've done a good job in the
past working with the North to be 15 minutes apart.

MR, LANDSBURG Qur only goal in this Board is to be
sure that California Racing is properly served. If this
starting time does not properly serve California Racing,
we woul d have to ask you to change it. So we would ask
now i f you are going to change this tinme to accommodate
northern California, because that's where our heart and
our noney lies.

MR. BAEDEKER: Absol utely.

MR. LANDSBURG.  Any further discussion?

MR. HARRIS: | wasn't clear with that issue. | have

anot her issue.

MR, WOOD: | think we need to clarify, M. Chairman,
what is the exact starting tine that they are requesting,
because once the starting tine is approved by the Board,
the statute is they cannot change that starting tine
unl ess they cone back to the Board.

Previous to this Board's approval, we have
allowed a 10-m nute change in starting tines to be done
adm nistratively. |If the post tinme is 1:20 and that's
what they're sticking to and the Board approves that, in
order to change that, they would have to cone back before
this Board. That's outside the ten-m nute admnistrative
| eeway we have given them W need to clarify the tine.

MR. LANDSBURG. M. Liebau.

MR. LI EBAU: Jack Liebau on behalf of Bay Meadows.

The 12:45 post tinme is a historic post tinme in
Northern California and has in the past provided for 15
m nutes between California races, north and south.

M. Harris is quite correct that there is a
statutory law that states that the races are to be
staggered, and | think that references a ten-mnute



22 staggering.

23 Bay Meadows will try to work with Hol | ywood Park
24 to solve this problemfor Hollywod Park. | think that
25 the problemis nore how it mght coordinate with Cal der
26 (phonetic), and certainly we'll take that into

27 consideration and do our best to accommbdate Hol | ywood
28 Park.

0019

01 All I can say is we will nake an effort, but
02 12:45 is our historic tinme. We would also note that on
03 post tinmes for Friday night, here again, we will try to
04 accommodate Hol | ywood Par k

05 But there's sort of a history as far as Friday
06 nights are concerned in that Bay Meadows has previously
07 started at a 7:00. | night add that M. Harris never

08 approved of that starting tine, because he thought it

09 should be rmuch earlier, but we did start at 7:00 o' cl ock
10 Last year, Hollywood Park wanted to go at 7:00
11 and we gave way and went at 7:15, and then Hol |l ywood Park
12 didn't run at Friday nights.

13 We are now at 7:15, and if they don't get that
14 race off at 7:05, our programw ||l be delayed and will

15 result in us probably finishing alittle later than we

16 otherwi se would, and that's a problem we have with the

17 horsenen.

18 But here again, Bay Meadows will do everything it
19 can to try to accommodate Hol | ywood Park and reach sone
20 arrangenent that's in the best interest of Racing here in
21 California.

22 Thank you.

23 MR HARRIS: | think the whole thing is cooperation
24 but it's gotten nore conplicated with nationa

25 sinmulcasting. |It's further conplicated because there's a
26 lot of commopn ownership to give someone sone notivation to
27 tie it together. | think, as Conm ssioner Landsburg

28 pointed out, California will work in setting all of that
0020

01 up.

02 MR. BAEDEKER: There is nothing arbitrary on the part
03 of Churchill. As a matter of fact, these decisions are
04 nmade fromthe perspective of the custoner, and so that

05 will continue to be the case.

06 Jack Liebau has al ways been very acconmpdati ng
07 and we'll be the sane. As a matter of fact, with the

08 ten-mnute flexibility that we have, if we went to 1:30,
09 for instance, Northern California would be on the quarter
10 hour, we would be on the half hour; so there would be a
11 15-minute gap, if necessary. But if we do have anot her
12 neeting of the Board before our season begins, if

13 necessary, we can conme back and clarify the issue and get
14 it resol ved.

15 MR, LANDSBURG So the license would not be approved
16 at today's neeting.

17 MR. BAEDEKER: Well, | would ask you to approve the

18 license application as submitted. | believe | heard --

19 MR. LANDSBURG.  Havi ng approved Bay Meadows and its

20 starting times, |I'mafraid that approving yours, we are
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creating -- the inference would be that we're creating a
hol e in what our administrative rules are.

MR. HARRI' S: Maybe ask Tom Bl ake. If it involves
cooperation, can we go back and nodify the approval we
gave to Bay Meadows to address this, or are we stuck with
t hat ?

MR, BLAKE: |f Bay Meadows were to request that, and
M. Liebau is here, | would assume we could do that, or

you could increase the adnmi nistrative tol erance.

MR. LICHT: Don't we have 20 mi nutes? Because if we
have 10 m nutes on Bay Meadows and 10 minutes on Santa
Anita, we could certainly nove bot h.

MR, WOOD: M. Baedeker, would it be acceptable to you
with a 1:15 post tine, instead of a 1:20 post tine?

MR. LI EBAU. That's our second race.

MR. WOOD: You would neet at 1:00 and 1: 30.

MR. BAEDEKER: | woul d suggest that we would anend our
application to read 1:30. That way the northern
California races at 1:15. W're at 1:30. And we can
finalize this right now

MR WOOD: \What time would you finish?

MR. BAEDEKER: 5:00 o'clock during the week and 5: 30
on the weekend.

MR, LIEBAU: Wuld it be possible just to increase the
adm nistrative discretion in this and | et Hollywod and
Bay Meadows try to work this out so that it nmakes the npst
sense?

We are in favor of concurrent racing, and | think
that that's paranount and that's been a policy of the
Board. But if they go to 1:30, then Bay Meadows has run
two races before they've run any. And they don't get the
overlap in the end. W don't get theirs to begin with. |
amnot too sure that that's in the best interest of any of
us or our patrons.

I'"msorry. W have custoners, not patrons.

MR, LANDSBURG | try to find a way to keep races
going and not stop it. It would seemto ne that we have
to find a mddle ground for -- or reserve this point unti
next neeting. And be sure that --

MR, LIEBAU: | think it would be helpful to solve this
problemif we could just talk about it. |If you can give
us sone adm nistrative discretion, | think that would be

in the best interest of everybody.

MR. LANDSBURG. Adninistrative discretion in terns of
the ten-minute rule or adm nistrative discretion in terns
of --

MR LIEBAU. | think we nmight need nore than ten
m nut es.
MR, WOOD: How nuch time do you need?
MR, LIEBAU: | think if you add 15 to 20 m nutes; cut

it in half, 17 and a half.

MR, HARRI S: Can we do sonething where we basically
approve both, but al so approve the concept of having the
chai rman be able to change it if it makes sense to do so.

MR. WOOD: You can do that. We can approve the
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starting post tine to whatever tinme you would |like and
then agree to have administrative approval within a
15-minute time frame as requested by the associations. W
could do that.

MR, HARRIS: The 15 minutes would be 15 m nutes by
bot h.

MR. SPERRY: Al so, gentlenmen, have you discussed with
the third racetrack that runs Friday nights to make sure
that the signal in the races are not running right into

each ot her.

MR. LI EBAU:. Los Alamitos can speak for thensel ves,
but I think that Los Alamitos would favor us going as |late
as possible to keep the crowd there for their post tine.
That's the usual thought that they have.

MR. SPERRY: Your two schedules don't interfere with
t hat ?

MR. LI EBAU. No, they don't.

MR. BAEDEKER: We have synchronized very well. It is
easier at night to just have the three signals to worry
about than during the day. W have had no problens in the
past synchroni zi ng these.

MR. LANDSBURG. How long do you think it will take you
to reach agreenent?

MR, LI EBAU: | would suspect |ess than a week. | do
have to consult with ny nmutuel manager who nore or |ess
runs ny track.

MR. LANDSBURG. We have anot her conment here, please.

MR. HENSON: Rick Henson with Los Al anitos

M. Sperry, we work with the two thoroughbred
tracks on Friday night. Qur historical first post on
Friday night is 7:15, but we slide depending on where they
are totry to miss themby five nminutes one way or the
ot her.

There is also harness racing on Friday nights, so
it's ajuggle act. But we try to end up running the races
every seven to ten mnutes apart from each other

Thank you.

MR. LANDSBURG Let's entertain a notion now to all ow
a 15-m nute adjustnent as opposed to a 10-m nute
adjustnment. WII| sonebody nove that?

MR, HARRIS: [|'ll nove that as part of this process;
that both Bay Meadows and Hol | ywood Park be allowed a
15-m nute variance in their stated first post tinme so that
the spirit of corporation could benefit California racing.

MR. LANDSBURG. Any discussion of that notion?

MR. SPERRY: Second the notion.

MR. WOOD: You want to mmke that based on
adm nistrative approval so they can't do it on their own?

MR, HARRI S: Subject to adm nistrative approval of the
Chair.

MR. LANDSBURG. You seconded it, John?

MR. SPERRY: Seconded.

MR. LANDSBURG. Mbtion has been made and seconded.

Is there any further discussion?
Al in favor?
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(Motion was unani mously carried)

MR. LANDSBURG. May | say at the very end of this, now
that we've done that, we would expect within the week to
have a witten notification fromboth, agreeing -- from
Bay Meadows and Hol | ywood Park, Churchill Downs, we would
expect to have a resolution of this presented and
comment ed upon by both California Capital Racing and by
Los Alamitos. |Is that clear?

MR. BAEDEKER: Certainly.

MR. JOHNSON: M. Chai rman, Conmmi ssioners, Don

Johnson appearing on behal f of TOC.

My comrent is not in respect to the approval of
the Hol | ywood Park purse agreement. But | would just |ike
to report to the Board that we do not have an advance
deposit wagering agreenent with either Hol | ywood Park or
TVG at this tine. And our TOC negotiating committee is
continuing to endeavor to resolve that well in advance of
the Hol | ywood Park nmeeting. This is for your information.

MR. LANDSBURG. The horsenen's agreenent cannot be
called final?

MR JOHNSON: | think it is final. W need a separate
agreenent with respect to --

MR, LANDSBURG. |'msorry. | could not hear. Please
nove cl oser to the mke.

MR, JOHNSON: | think that calls for a separate
agreenent, just as we have with Santa Anita. It is a
separate issue. It is fine that you approve the agreenent
t oday.

MR. HARRIS: The |license we are approving today does
i nclude, as part of the Sinulcast program TVG and Youbet ?

MR, JOHNSON. They nmy be working with TVG and
Youbet, but they do not have an advanced-wagering deposit
contract with TOC, but | don't think that affects your
approval .

MR. LANDSBURG It certainly affects our approval
allowing TVGto carry if you don't have an agreenent.

MR, JOHNSON: Until such time they have an agreement,
TVG will not be carrying those races.

MR. LANDSBURG  Thank you.

MR, JOHNSON:. Thank you.

MR, LANDSBURG. W th the understandi ng of the
adm nistrative agreenent will have been nmade by
Bay Meadows and Churchill Downs of California, we can nove
on to -- we will expect that within the next week with
notification to the Board -- we will nove on to Item 3.

For reasons that | stated before, as Chairman, |

am recusi ng nyself from di scussion of this.

MR, HARRIS: W need to get sone resol ution.

MR. LANDSBURG | thought we had.

MR. HARRIS: In the notion | had addressed the tine,
but it didn't really approve the overall license
application. | think we are assumng --

MR. LANDSBURG Sorry. Let's go back.
Under rules of order, we have not had a notion to
approve the application of Horse Racing at
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Churchill Downs, Hollywood Park. | assunmed we had.
Sorry.
I will entertain a notion to approve the
application.
MR, BIANCO | so nove.
MS. GRANZELLA: Second.
MR, LANDSBURG. M. Bianco nakes a notion to approve
Ms. Granzella seconds the notion.
Is there further discussion?
MR, HARRIS: It is clear that this is subject to the
pendi ng nmotion?

MR, LANDSBURG. This is subject to the adm nistrative
decision that we arrived at.

MR. LICHT: That has been voted.

MR. LANDSBURG  That has been voted on and approved.
Now we can vote on this application.

Al in favor?

(Motion was unani mously carried)

MR. LANDSBURG. It is unanimous. The application is
approved subject to the prior notion on setting starting
times. | ambeginning to feel like we split the baby.

Moving on to Item 3, Application for License to
Conduct Advance Deposit Wagering by Youbet.com

Vi ce-Chairman Licht will conduct the questioning
on the approval process. | amrecusing nmyself as |'ve
sai d before.

MR. LICHT: Jackie, how about a report.

M5. WAGNER: Jacki e Wagner, CHRB staff.

Youbet has filed its application as an
out-of -state wagering hub. The term of the approva
proposed is two years and will start when the
application is approved. They're proposing to operate
seven days a week between the hours of approximtely
7:00 aam in the morning to 11:00 p.m Pacific standard
time.

Youbet has entered into an agreement with TVG
that gives Youbet a license to utilize TVG s patent. In
addition, the agreement grants Youbet a license to the
rights to accept pari-nutuel wagers on horse racing from

virtually all of TVG s exclusive partner racetracks.

Youbet does not have a direct contractual
agreenent with Los Alam tos or any other racing
associ ation. They do, however, through an agreenment with
TVG have a sublicense agreement with Los Alanmitos and a
consent of the horsenen, and a sublicense agreement with
Del Mar, Hollywood Park, and Oak Tree at Santa Anita.
Youbet al so has the consent of the TOC

They are proposing to provide services for
Los Al am tos Raci ng Association, Churchill Downs and
Hol | ywood Park, Del Mar, and Oak Tree Racing Associ ation
at Santa Anita.

Staff would recommend that the Board hear from
the parties on this approval.

MR. LICHT: As far as the bond, is the staff

satisfied -- is the staff satisfied with their financia
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responsi bility?

MS. WAGNER: W were notified -- on February 19th we
recei ved a tel ephone call from Less Financial (phonetic)
to informus that a $500,000 bond for Youbet has been
approved and the issuing conpany wll be
International Fidelity Insurance Conpany. To date, we
have not received the bond but we received this tel ephone
conversati on.

In addition, we have received the $500, 000
cashiers' check from Youbet.

MR, LICHT: To start off with, as far as ne
personal ly, that satisfies me with the financia

responsibility. Wy don't we deal with that first. Does
anybody el se here have a problemwi th the satisfaction of
that requirenent? Okay.

Then | would like to say that | visited Youbet
nmyself. | was very inpressed with, not only the
technol ogy that they have there, but senior managenent.

I am also confident that California |labor is
going to play a big factor in Youbet, hopefully an even
bi gger factor if they are very successful

| received a letter -- probably all the other
commi ssions did -- from Ron Liccardo fromthe pari-nutuel
uni on that backs this application. They're very happy
with the fact of the | abor situation at Youbet.

And before you make a presentation, | want to ask
Tom Bl ake one question. The sublicense or assignment of
the rights fromTVG -- | have read the TVG contract;
there's nothing in there one way or the other about the
ability to assign. | believe that Youbet has net the
threshold or the requirement by not only receiving
assignnment from TVG but al so receiving the consent from
the various tracks that they will be broadcasting.

MR. BLAKE: | concur, M. Chairman. The section is
19604 of the Business and Professions Code. And basically
that vests in the track or fair the authority to take
advance deposit wagering bets with the approval of the
Board upon the satisfaction of a set of conditions.

In this case, there is nothing in the |aw that
prohibits the hub or an interstate betting system from

usi ng other agents or the assignnent of these contacts. So
in my opinion, this is a valid arrangenent, subject to the
Board's approval and subject to neeting all the other
statutory requirenents

MR. LICHT: The contractual nethod in which Youbet
went about the assignnent is satisfactory?

MR, BLAKE: The law is generally that contracts are
assignabl e unless there is sone provision in the | aw or
particul ar contract that prohibits; neither which seens to
be present here.

MS. MORETTI: My only question and concern was that we
approved a license for TVG for one year. This is a
request for two years. How does that rel ate? Youbet
woul d have two years, but the agreement with TVGis only
for one year.
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MR. BLAKE: The one-year limitation would effectively
end the arrangenent at the end of the year

MR. HARRIS: At this point | amin favor of one year
on the application, until we can see how that is going to
proceed.

MR. LICHT: Ron, go ahead with your presentation. Be
sure to address one itemthat Jackie nmentioned. She said
virtually all of the TVG tracks, not all of the TVG
tracks --

MR, LUNIEWSKI: M. Vice Chairmn, we have all of TVG
excl usi ve tracks.

M5. CGRANZELLA: Speak up, please.

MR. LUNI EWSKI: We have all of the TVG excl usive

tracks.

"' m Ron Luni ewski of Youbet.com

First off, we would like to thank you guys for
the opportunity to speak today. Wth nme today is
Phi |l Hernman, co-CEO of Youbet.com Joe Hasson, who is our
vi ce-presi dent of business devel opnent;

Jeff Franklin, who is our director of product;

Chris McClarin, who is our corporate spokesperson and al so
has a | ot of influence into the product devel oprment;

Larry Lucas, who is a nmenber of the Board of directors;
and Brent Bradley of Christianson & MIler, who is genera
counsel

As al ready noted, we believe that we have net al
of the statutory and regul atory requirenents. W would
i ke approval today on our advance deposit wagering
application.

VWhat | would like to do is just share with the
conmi ssion a brief overview of who Youbet.comis and then
gi ve you a product denonstration

First off, we've been a publicly traded conpany
since 1995. W're a national, Nasdaq |isted conpany.
Since we've taken our first wager, which is roughly
June 1998, we've processed in excess of $250 million in
handl es flawl essly. Today we have over 17,000 custoners.

We have invested about $70 mllion to date in the
horse raci ng business; roughly half of that going into
technol ogy, the operational side of our business. As
M. Licht noted, we have an inpressive operation down

there, and | encourage any of the menbers to cone down and
see it.

We' ve spent approximately $35 mllion on
marketing to attain new racing fans, including sone pretty
significant marketing research in the Maryland market pl ace
that we will share with you folks in a few m nutes

Today, Youbet is the fifth |argest streanmer of
audi o/ video on the Internet. W believe that bodes wel
for horse racing by hel pi ng expose the horse racing signa
to the generations that it mssed, the X generation. Wth
the risk of sounding a little bit arrogant, we believe we
have the dom nant product in the Internet distribution
channel

We want to note that Youbet is not anti-TV by any
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stretch of the inmagination. W believe that one of the
key successes to horse racing is the further expansion on
television. W also strongly believe that the Internet
bodes wel|l for hel ping expand horse racing.

Quickly I want to talk about the Internet. This
is how we view the Internet. The Internet is really a
medi a that enables you to dial ogue one on one with
mllions of custoners sinmultaneously through a m xture of
graphics, text, and now audi o/ video with a broadband,
which is a bigger pipe into your househol d.

If you |l ook at fol ks who are using the Internet,
they are really the bottomend baby booners and
Generation X. These are the fans that we m ssed.

The Internet is beconm ng transparent to these

folks. A great exanple of that is -- | have four

children. M daughter, who is five years old, by the tine
she's in middle school, the Internet is going to be as
transparent as the telephone is to us. To that generation
of folks, the Internet is beconming a transparent

t echnol ogy.

If you look at that, we believe we can target
these folks to help promote horse racing to the
generations we mssed. For exanple, there are over
30 million Fantasy Sport players on the Internet today.

As you look at them-- they think they are smarter than
everybody else. A lot of analysis can be drawn through a
handi cap that sees a horse as a good ten to one bet that
no one el se sees. W believe by exposing horse racing to
t hese fol ks, we can get themin.

Al so, day trading is also going on on the
Internet today. There's a lot of simlarities that can be

drawn to people that have the propensity to -- you know,
they've been to the track once or twice. But if you
expose racing to them they will conme and pl ace bets.

The | ast thing about racing on the Internet,
racing requires a lot of two-way dial ogue. You have to
see, you know, post odds, |ate changes, so on and so
forth. On the Internet, it's easier to dialogue. You
begin to understand that this nmedia is confortable, and we
believe the Internet is right for this sport.

On this slide, broadband is sinply a bigger pipe
into the household. W need to talk about the build out

of broadband. We think that's key for horse racing,
because what broadband enables us to do is take that
m xture of graphics, text, and audio/video and nake it
better, faster, quicker. W wll show you an exanple of
br oadband audi o/ video that we are doing today on the
I nternet.

Sonme quick facts about the Internet: The
Internet in the first five years attained 50 mllion
users. To put that into perspective, it took radio
38 years to do the same; television, 13 years; and cable
TV, ten years.

VWil e we experienced the whol e dot-com bust from

a financial market perspective, the Internet is stil
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growing and is the fastest grow ng tel ecomrunications
mediumin history. |In the year 2001, it grew at a rate of
20 percent. There are 143 million users of the Internet
in the United States. California has about 17 mllion
users on the Internet, representing about 41 percent of
the population in California.

This slide sinply shows the build out of
broadband, which we think is enabling -- if you | ook here
(indicating), you have the Youbet curve, which is our
users adopting broadband technol ogy. W have about
26 percent of our users currently using broadband. We
continue to see that go up, up, and up. And we see that
as a very positive friend for horse racing.

We just did a very intensive narket research
study in the Maryl and narketpl ace, including

Washi ngton D.C. W have several binders of narket
research, and we woul d be happy to share that with the
proper constituents in California.

We did 7,000 nailers in that area. We did
on-track interviews and interviews with existing Youbet
subscri bers. Over 20 percent of Youbet custonmers have
been to the track or OIB Il ess than twice a year. W are
getting into that newfan core.

The other interesting note is that 30 percent of
the core fans increased their wagering by 22 percent due
to conveni ence in the Maryl and marketplace. Personally, |
think that will be nore in California, because as an
exanmple, | work in Wodland Hills. If it's a Thursday and
I want to place a bet, because | do |like to place bets,
have to drive to Ventura county OTIB or Hol |l ywood Park;
with traffic, that's a two-hour trip. | will not go and
pl ace the bet.

Just a little nore detail on sonme market research
of the Internet in California: There are over
6.6 mllion households that have access to the Internet
and 1.3 million of those households currently have
br oadband, representing 20 percent of the Internet
househol ds.

Once again, you have alnost 17 million Internet
users in California. It is extrenmely interesting that
97 percent of the population who live in the area have
broadband capabilities. And that cones froma study done
by the U S. Departnment of Comrerce that was put out a few

weeks ago.

Youbet is focused on its marketing. Hopefully,
nost people who are familiar with this target market are
famliar with these | owfrequency fans. W are focused on
the | owfrequency fans. W think that those bottom end
baby boomers and generation X are the people that we've
m ssed. O course, we do pick up the core fans.

What | will give you is two quick exanpl es of
mar keting that we're doing. These are snmall exanples. W
reach into the financial conmunities or the sports
conmuni ties with banner advertisenents and pronotions of
heroes within the sport. This is just one exanmple of sone
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of the ads that we are running.

You can see the banner up there in the right-hand
corner pronoting racetracks. You can click through. 1In a
mnute I'Il show you the product deno.

This is another exanple that we have on
CBS Sports Line. CBS Sports Line is the |argest sports
site on the Internet today.

This is a neat marketing canpaign. Wat we try
to do -- it is very successful -- Steve and Chris are the
heroes in the sport; we prompte them as, "Hey, you want to
come in here? Try to win Steve and Chris in a handicap
context." This, in fact, is doing very well. And that's
just an exanple of some of the things that we do on the
I nternet.

I just want to talk briefly about Youbet and the
TVG rel ati onship. At Youbet the power of this

rel ati onship cones in the cost pronotion of different

di stribution channels. Wat we nean by that, at a very
high level, is we pronote the TVG channel on the Youbet
network. We pronote it to existing subscribers, we
promote it to new custoners

We contribute revenue to TVG in order to better
support the TVG build out. And this is how we get at
those products and work together

We are very optimistic that in the future we wil
be able to have marketing canpaigns that will really
synergi ze.

I will give you a quick product denp. This is a
Youbet site. You log onto the site. Upon |ogging on, you
recei ve what we call Youbet central. You can see all the
tracks that are running today. You can |look at the tracks
that are running tonorrow. We have relationships with
over 81 racetracks in the United States.

We built what we call the disc jockey. You can
see his head here. This guy interacts with the fans. He
is this kind of handi capper guy who gi ves peopl e advice on
how t o handi cap. You can read the disc jockey's feed bag.
He is explaining the gane to people.

This is the neat of our product. Wat you have
here is a program You can see all the race tracks that
are running. 20 minutes to post. This |ooks likes like
it's ready to go off in 79 minutes. This changes all in
real tinme. You have scores streanming in fromthe
racetrack

You can click on here (indicating). You can do
an exacta with a four horse on top; you can see who wl|

get the odds. It is nmy choice. | just want to see the
exact-o with the four and get the nunber there. It's ny
choi ce.

I can click on here (indicating) and get late
changes. W're streaming in |late changes. Wen | want to
see the scratches, the horses that are on nedication,
just click in here. (indicating)

"1l give you sone exanples of help. | go into
hel p, click on contents; | can do handi capping, | can
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click on "using a track progranf, and it's going to
explain to nme howto read a track program | amsitting
at my own conveni ence, not intinmdated, and | am | earning
how to read a track program

You can go in and we sell a lot of information
products on our system You go in and choose information
products. W are selling 15 to 20 information products
per racetrack per race day; anything fromthe basics, past
performance, to the high-end sheets; very convenient for
t he user to understand.

It goes through a shopping cart metaphor. You
pi ck the product you want; it tells you how nuch. You
click and checkout the products. It takes anywhere from
30 seconds to a mnute to downl oad, dependi ng on how nuch
i nformati on you ordered.

This is a basic P.P. W've nmade it very
user-friendly, easy to understand. W're going to have

rollover text so that's it's easy to understand.
And now |l et me give you a feel for a bet. You
want to place a bet. Let's say you want to do a

one-dollar trifecta. I'll do a one, two; with a one,
three; one, two, three; and then | will do "all." "Ckay."
That | ooks good. This makes a $20 bet. | wll subnmit it.
"Sure you want to do this?" You can see it brings a nice,
clean bet ticket. dick on "okay." |In a matter of couple
seconds the bet is placed.

Last thing I will show you now is an exanpl e of

audi o/video. This particular audio/video is what a user
t hat has a broadband connection, which is a cable nodem
or DSL woul d receive through their screen today. And
ask you to consider that we are going through a projector
and it will be much clearer on your nonitor.
(Wher eupon the denpnstration was pl ayed)

MR, LUNI EWBKI: The product | did was a denp on this
| apt op because of the connectivity, but that is what
sonmebody woul d get through a broadband connection. That

is where we got it. If you noticed when you watched it,
there was a coupl e pauses and skips. That's the worst
it's ever going to get. It will only get better fromthis
poi nt on as broadband goes on.

Thank you.

MR. LICHT: John, did you have a question?

MR, HARRIS: So basically the conputer feed, you get
that fromthe track through your systenf

MR, LUNIEWBKI: W are |like any other brick-and-nortar

spinal tap. W have satellite dishes on the roof to pul
the signal in, digitize it, and then run it through our
proprietary software that hel ps with the conpressi on and
and distribution of it on the Internet.

MR, HARRIS: On wagering, is it exclusively through
conputers or is there any calling type of systenf

MR, LUNIEWSKI: | apologize. | forgot to nention
that. We offer a suite of products, Internet-based
products, an |I.V.R phone wagering system a voice
recogni ti on phone wagering system and we are now getting
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into the live-operator business in conjunction with the
| ocal |abor union here.

MR, HARRIS: Utimtely you will be enploying sone
people to actually receive the bets?

MR, LUNIEWBKI: Yes, sir. W are getting into the
live operator business.

MR. LICHT: John, they already have |ive operators. |
saw custonmer service people in the Wodland Hills office
here in California for their custonmer service.

MR, COUTO  Drew Couto on behal f of Thoroughbred
Omners of California. On behalf of the TOC, | would like
to express that we are enthusiastic supporters of Youbet's
t echnol ogy.

We have reached an agreenent with Youbet, the
horsenen's agreenent, with respect to non-TVG racetrack
signals; but we have yet to reach an agreenent with regard
to any of the California TVG signals for out of state. So
that's just for clarification. W do, as an organi zation

on behal f of horsemen, support their application

Thank you.
MR, LICHT: Any other comments? Richard.
MR, CASTRO MW nane is Richard Castro. |'m speaking

on behal f of the Pari-Mituel enployees Guild Local 280
menbership. W also are ecstatic about Youbet operating
an off-track -- operating an account wagering facility
here in California.

Negoti ati ons wi th Youbet have been very fruitful.
More than negotiations, we have spent hours di scussing
ways to increase bettor interest, different ways to
pronote nore interest in the horse racing, and best of
all, how Youbet desires to use our nmenbers to answer
account wagering phones in California.

So our nenbers can be better prepared, the four
officers from Local 280 recently took tours of betting
facilities in Pennsylvania, New Jersey, New York, and to
the Casinos in Atlantic City. And fromthis trip, we can
state that:

One, Internet wagering has a place and will be of
interest to old and new racing fans;

Two, there are a small mnority of wagering
patrons that desire fully automated wagering services;
nost of these, we were told, were established regul ar
racetrack patrons;

Three, overwhel m ng, racing patrons desire live
operators. This was very apparent at the New York
of f-track wagering facility. W saw over 120 phone

operators taking bets with a maxi numwait tinme between

32 and 45 seconds. That's four tines the phone operators
that | have working at Golden Gate Fields on a weekday;
three tinmes the nunber of clerks that | have working at
Gol den Gate on a Sunday.

Only Youbet, in ny opinion, has shown a sincere
desire to hire our nmenbers to work the advance account
wagering phone in California. Their presentation to us
has shown that they do have a product that we feel wll



10 enhance the opportunities to bring new betting fans into
11 our sport.

12 We have a signed letter of intent to use our

13 nmenbers at the Youbet facility located in Wodland Hills,
14 California. W continue to negotiate wages, hours,

15 working conditions, and have every reason to believe

16 Youbet is bargaining in good faith.

17 We feel especially at this tine Youbet will be
18 very good for the California horse racing industry. For
19 all of the above reasons, the P.ME. G asks for a

20 favorable vote to grant Youbet a license to legally

21 operate one or nore account wagering facilities in

22 California.

23 Thank you for giving me the tinme to speak

24 MR, LICHT: Any other coments?

25 MR. LANDSBURG Marie has a question

26 M5. MORETTI: | wanted to comrend Youbet and all the

27 people | know. Doing this is not the easiest thing, but |
28 think that this is absolutely inportant. The whole

0043

01 concept of ADWis to benefit California. If | had it ny

02 way, | would have only California hubs and California
03 woul d get everything.
04 I would Iike to cormend you on the efforts. |

05 think that took a lot of work. And | hope that as we nove
06 along, that all of the other applicants that we may

07 approve -- the ones that have been approved, | would hope
08 that they too would take a |l esson fromthis.

09 As far as |I'mconcerned, the nore Applicants we
10 have that are successful, the nore successful horse racing
11 will be. 1| just wanted to make that comrent.

12 Thank you.

13 MR, HARRIS: | concur with Marie's point. The one

14 question | had: When a person nakes a deposit using a
15 «credit card, what is the fee or charge for that?

16 MR, LUNI EWSKI: We do not charge anything for that.
17 MR. HARRI S: Good.

18 MR. LICHT: Any further questions of Youbet or

19 comments?

20 Entertain a notion to approve Youbet's

21 application?

22 MR. SPERRY: So noved.

23 MR. HARRI' S: Second.

24 MR. LANDSBURG. Moved by Comm ssioner Sperry and

25 seconded by Comnmi ssioner Harris. Any comment before we
26 vote?

27 MR. TUCKER: M nane is Tom Tucker. |'mthe executive
28 director of California Council on Problem Ganbling.

0044

01 W're here to introduce ourselves and to tal k about

02 problemganbling, not only with respect to ADW but just
03 with respect to regular wagering in California,

04 responsi bl e wagering.

05 We understand that -- nmaybe M. Bl ake can correct
06 ne on what civil code of Business and Professions Code is,
07 asking for responsible wagering to be addressed with ADW
08 -- we're here to do that. We've been doing that for 15
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years.

ADWin nmy former lifetinme nmeant assault with a
deadly weapon, but I'msure it has a lot different neaning
now. And we want to be able to |l et you know t hat
California -- the California public, the public safety,

t he social and econom c cost, in human terms -- | deal
with this everyday, and | can tell you that certain
peopl e, not many, but certain people have serious probl ens
as a result of conmpul sive ganbling.

We stand ready as a California-based conmpany to
help California citizens in dealing with responsible
wagering, and that's why we're here asking the Board to
ensure that California-based conpani es hel ps the
California residents as we have been for the past 15 years
and suggests that possibly the various racetracks can
contact the California Council on problem ganbling to get
these prograns set in notion.

MR, LICHT: | think that would be a great idea. And
know t hat when we passed our regulations with respect to
ADW we were ensuring that problem ganbling woul d be dealt

with. Thank you.

Sheryl .

MS. GRANZELLA: How does a probl em ganbling person get
ahol d of your association?

MR. TUCKER: W have a number of toll-free hot I|ines.
The one that is nobst popular is 1-800-GAMBLER. W have
someone who is certified in conpul sive ganbling answering
the tel ephone 24 hours a day, 7 days a week

We al so have -- we're answering the phone for the
California state lottery. Their nunber is plugged into
our help line, and we deal with them And we have a
menber of the California state |lottery on our Board of
directors.

And we're working with respect to trying to get
what we call a fair share contributions comittee, where
we're very interested in the gam ng comunity in
California. We work together in supporting the California

Council in the work that has to be done.
MR. LI CHT: Thank you.

We have a nmotion and a second. It's tine for a
vote. Al in favor of Youbet's one-year license. Al in
favor? All opposed?

MR. LANDSBURG. |' m abst ai ni ng.
MR. LI CHT: Unani nobus, with one exenption, Chairman
Landsburg.

MR. LANDSBURG. Thank you, Conmi ssioner Licht, for
your gui dance.
W are now at Item 4, which has been renpved

fromthe agenda; is that correct?
MR, WOOD:  Yes.
MR, LANDSBURG Item 4 is renoved fromthe agenda
We are now noving on to item5, which is a report
fromthe advance deposit wagering hubs on the first
t hree-and-a-hal f weeks, | would guess, of operation. The
report from Xpresshet will proceed as soon as we can clear
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t he podi um
MR, WOOD: M. Chairman, | think M. Reagan fromthe
staff would like to give --
MR, LANDSBURG. | just wanted to get everybody settled
down.
M . Reagan, would you proceed.
MR, REAGAN:. Conmi ssioners, John Reagan, R-e-a-g-a-n,
CHRB staff --
MR. LANDSBURG Hold it down, please. W are having a
report.
MR. REAGAN: Conmi ssioners, in your package we had
i ncl uded account wagering data through the first 17 days.
We tal ked about 2.4 mllion that we handl ed at that
poi nt .
Si nce the package went out, we have updated those
nunbers through February 18th, the last racing date in
California at this point; and at that point the account

wagering handle totaled 5.1 million. So eight days |ater
it had nore than doubl ed.

We are certainly in the growh phase here. |It's
ranmpi ng up as we continue along and we'll continue to

noni tor those nunmbers. But as of the 18th, we had
5.1 million in account wagering handl e.

MS5. MORETTI: John, do we know if the total handle has
i ncreased?

MR. REAGAN:. Good question. At this point the
California on-track and off-track handl es conpari ng before
and after account wagering seemto be about a push;
there's a slight down on the on track, slight increase on
the off track; insignificant changes. And at this point
the total account wagering handle is | ess than 2 percent
of the total California handle. So as being 2 percent of
the total, it doesn't have a lot of inpact at this point.

MR. SPERRY: John, how about the number of patrons
goi ng through the turn stop?

MR. REAGAN:. The attendance |ikewi se is unaffected, it
appears, at this point from account wagering.

MR. LANDSBURG. Any further questions fromthe Board
or discussion of what M. Reagan has sai d?

MR, HARRIS: It might be helpful if in the future we
woul d i nclude how much this wage has generated, how that
i s distributed.

MR. REAGAN:. In fact, over the weekend, the officia
dat abase, the CHRI MS dat abase, was working very hard; in
fact, even this nmorning when | checked in with themthey
were working as best as they could to get those
di stributions done, and nore inportantly, verified.

We are receiving sonme of the first nmoneys now of
the market access fees; and as we bal ance those npneys to

the CHRI M5 nunbers, we will be able to verify that we have
those nunbers precisely. | would hope within another week
to ten days we will actually be able to access that on a

daily basis through the CHRIMS system and provide that
data, as we do with any data now, once we have conpletely
verified the system
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MR. LANDSBURG. On a nore personal note, have we
recei ved any conpl aints about the ADWthat is current?

MR. REAGAN. In ny office, | have received numnerous
conpl aints regarding the | evel of customer service,
specifically the Xpressbet system had a rough tinme getting
started and getting up. And then in the last week to ten
days we've had conpl aints regarding | evel of custoner
service, resolving problems and whatnot. Just in the |ast
few days that has subsi ded sonewhat. W spoke to
Xpressbet m ddl e of |ast week about the problens, and they
have been working hard to address them

MR. LANDSBURG  Presentation, | believe, from
Xpressbet. Please identify yourself.

MR, HANNAH: Ed Hannah, vice president and genera
counsel for Magna Entertai nnment corporation, and | al so
hol d the sane position with Xpressbet, which is the actua
licensee. Wth nme today and operating the Powerpoint are
Andrew Gaughan, who is vice president of new initiatives,
for both Magna as well as Xpressbet, Inc.

Also with us today, who nmay address sone
guestions and concerns, is Brook Pierce. Brook is with
Autotote and also with track play, which is 80 percent

owned by Autotote, which is the conpany from which we
license the technology for our online wagering.

We do have a presentation today. W are in our
27th day of operation as a California |licensed
California Hub, ADWoperation. W are going to repeat
some of the things that M. Reagan nentioned.

VWhat we plan to do in our presentation is first
of all, update you on where ADWis in California right

now. Then we will go through the various types of
custoner conplaints that have cone in; what we as an
organi zati on have done to address them W will start off
now -- Andrew -- with the first slide.

First slide sumuarizes as of February 18th
account wagering that has been done in California. This
slide represents it on a daily basis. The nunber at the
top is at alnost 4.5 million; that is the aggregate
account wagering handle to date since account wagering was
licensed on January 24th. You can see the trend upward.

This slide represents the two current |icensed
systens of the aggregate of what has cone in to each
system

This slide here is on a daily basis, effectively
provi des - -

MR. LANDSBURG. |I'msorry. | didn't get -- perhaps
' mthicker than nost. Wbuld you go back one slide and
expl ain that.

MR. HANNAH: \What that shows -- renenber, take the
aggregat e nunmber of alnost 4.5 mllion, that's the nunber

at the top. Then there are two bars in the slide. The
first bar is the percentage of that, which is com ng
through the TVG system The second slide is the
percentage of that which is com ng through the Xpressbet
syst ens.
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This slide here is basically a replication of the
same thing, but it shows it on a daily basis. So it's the
handl e on each day com ng through each system as reported
by CHRI M5

This slide here shows the total number of
accounts that Xpressbet has opened to date. |It's 5,115.
It al so shows the nunber of accounts opened each day
t hrough the continuance since |licensing unti
February 18th.

This slide here, | think, is addressing a
question that was raised earlier. |It's showi ng, of the
accounts that have been opened, the state of residence of
the account holder. So 92 percent of the accounts that
have been opened in our system have been opened by
California residents; eight percent have been opened by
resi dents of other states.

This shows the accounts that have been opened.
As was nentioned earlier by Jack Liebau in his
presentation, we have kiosks | ocated at the three
California tracks that we own; and the greatest nunber of
representatives being at Santa Anita; the next greatest
nunber being at Gol den Gate Fields, because they were
running live at the time; and the fewest being at Bay

Meadows.

Of the accounts that have been opened by our
service, 16 percent have been opened through the ki osks
and the service representatives at Santa Anita, five
percent through CGolden Gate, four percent through
Bay Meadows; the | argest proportion, 75 percent, have cone
in through our call center, either on line or through
t el ephone.

This shows you the anpunt of wagering that's
bei ng done by California residents through our system as
opposed to residents of other states. As was shown
earlier, 92 percent of our custoners are California
residents. Those 92 percent are doing 95 percent of the
wageri ng.

This shows what is being wagered on California
races through our system 72 percent of the wagering is
on races at California tracks; 28 percent is on tracks
| ocated in other states.

This shows you the handle that's been comng in
t hrough our systemon a daily basis since launch. Each
bar is broken down as to what has cone in through
t el ephone and what has come in by Internet. In the bottom
ri ght-hand corner, you can see that on average 20 percent
of the wagering has been through our tel ephone system
80 percent has been on |ine.

The next chart -- and this is to put things in
context, because | am now about to go into conplaints that
we' ve received and what we've done to address the probl ens

t hat have been occurred by our custonmers -- this shows
that it is a good news story that has caused sone of the
problems for us. W have been overwhel med by the success
of our account wagering operation
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Thi s shows what our business plan contenpl ated
it would take us to take to the 5,115 accounts that we
have right now, and it was just over 20 weeks. And then
t he next bar shows how quickly we actually got there.

Simlarly, this slide here, we have processed
2.9 mllion in handle. The top bar shows that we
anticipated it would take us about 14 weeks to get to that
anount of handle. The bottom bar shows us how quickly we
did get there.

First of all, we are now going to go through sone
of the problems we've experienced and what we've done to
address that. One of issues that canme up was the time to
open accounts. W did not have any accounts open until we
were licensed, so we did not start opening accounts unti
the day after |icensing, which was January 25th.

The first weekend people had to wait up to
72 hours for their accounts to be actually opened. One of
the maj or causes was the third-party verifications that
are necessary to open the account to ensure you are in
conpliance with the | aw

The second weekend we had that reduced to --
accounts were opened in no nore than 24 hours. At the
current time, all accounts are being processed on the sane
busi ness day. Qur goal is to get themto 15 m nutes or

| ess.

The next slide addresses Call Center wait times.
Once again, because of the overwhel m ng interest and
demand, people had to wait up to 65 mnutes; second
weekend people had to wait up to 35 mnutes; third weekend
t he average was people waiting four m nutes, and people
di d experience delays of up to 15 mnutes. Qur goal is to
ensure that every call gets answered in under two m nutes.

The next slide shows what we did at our cal
center in order to achieve the benefit that the two slides
i ndicated earlier, reducing the tine to open accounts and
also in reducing the time to answer the tel ephone to
cust oners.

VWhat we did first was we doubl ed our custoner
service stations. By custoner service stations we nean
the commuters that are available, the credit card
termnals that are available to process credit cards and
printers and the tote account interfaces.

Also in that short period we hired and trained --
and "trained" is a very inmportant word, because you just
can't put an untrained person on the tel ephone -- so we
hired and trained 31 additional customer service staff.

Wth respect to the online platform we have
i ncreased our system hardware by six tines the origina
capacity. We have al so, through Autotote, our service
provi der, we have made nultiple software changes to
i ncrease the site speed. And since January 24th,

Autotote is | ogged over 2,618 man hours inplenmenting these

changes.
| shoul d pause now for Brook Pierce to make a few
conments from Autotote as to the efforts that they've been
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maki ng to address the online problemns.
MR. PI ERCE: Thank you.

Brook Pierce with Autotote.

I think Eddie explained it pretty accurately. In
any technology initiative, start-out phase is generally
the nostly difficult. | think it is fair to say that
Xpressbet and Autotote were overwhel ned by the initia
success. It is also fair to say that both sides feel we
have it very well at hand.

We' ve done sone significant software changes.

We' ve added some hardware. And we expect that the issues
that were present in the first three weeks will certainly
di m ni sh greatly and perhaps evaporate.

MR. HANNAH: Thank you, Brook.

The next slide, video stream ng, particularly on
the first weekend where conpl ai nts about the feed of the
video streamng -- the problemon the first weekend was it
didn't nmatter what the speed of your connection was
through the Internet. Even if you had a high-speed
connection, the software only allowed the video streaning
occur at 56 K speed.

After the first weekend and by the second
weekend, we had inplenented a button that can be accessed
on the Internet site where you choose your speed,

56 K which is the usual dial-up speed; 100 K, which is a

sl ower, high speed connection and 300 K, which is the
speed that is chosen by those with a high speed, broadband
connection. The introduction of the speech ways has
significantly inproved the video stream ng for those who
have the broadband systemto access at the higher speeds.

The ot her issue where we have received sonme
conplaints is on credit card charges. Traditionally on
our Call bet business there had been a six percent charge
for this. That's for both credit cards as well as for
debit card deposits. W have reduced that as of Tuesday
of this week to 3.1 percent, which is purely a
pass-through rate; that's what we have to pay to our
third-party provider. And those are the only fees that we
are charging. W are not charging any transaction or
nonthly fees to account hol ders.

This slide here addresses sone conpl aints that
have cone in where people have said that they would I|ike
to speak to a |live operator. On our California hub, we do
not offer a |live-operator choice; however, we are
i ntroduci ng a natural |anguage speech recognition
t echnol ogy.

It was nmentioned in our |ast presentation. W

have the deno here again, but | don't intend to play it.
It was the exanple of the Australian calling in and the
aut omat ed voi ce com ng back very quickly, recognizing al
the bets, relaying all the bets, and accepting all the
bet s.

I think, as was nentioned at the |ast

presentation, Sheryl MCall (phonetic), who is our cal
service operator, said that a |ive operator would have
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been lost after the second bet that the person was trying
to place. W believe that the system once inplenented,
whi ch has had tremendous success in Australia, wll
actually be better than speaking to a |ive operator

Next | would |ike to address |ive horse racing
television. Sone of this is repetitive of what we did at
the | ast session, but | would like to go through it again
to make sure there are no m sunderstandi ngs as to what we
have done to date and what we fully intend to do on a
go-forward basis.

Horse Racing TV, which is a generic nane we are
usi ng right now for our channels, wll broadcast
continuous |ive horse racing on three channels. Two of
themw |l show the races. One of themw ||l be a channel
di spl ayi ng odds information. O the two channels show ng
live horse racing, one of themw ||l showcase California
live horse racing on a year-round basis.

This TV product will be produced by Santa Anita's
award wi nning TV departnment. Right now they produce the
Santa Anita Live show that is shown on Fox Sports West 2.
These channels will be avail abl e as produced channel s
sonetinme during the second quarter of 2002.

The programmng that will be offered on these
channels -- and these are Pacific Standard Tinme -- |ive
racing will be offered from9:30 in the norning unti
11: 00 at night. So fromthe post tines in the east unti

the last race is run in the west.

We will also have news and preview ng from 8: 00
a.m to 9:30 aam During the production, there will be
updat es, including payoffs, throughout the day that wll
keep the viewer in the thick of the racing action. During
the evening, when there is no live racing avail able to be
shown, we will be giving taped replays of the previous
day' s progranmm ng.

We intend that on our pay channel to have m ni nal
advertising. W do not want to disrupt the flow of the
programm ng through advertising. W believe right now
with the tracks that we have signed up for our channels,
that we offer the best w nter/spring thoroughbred racing
that's available, primarily through our two tracks,

Santa Anita and CGol den Gate.

We al so have deals to offer good quality
year-round product. W own three of the six California
tracks; that's what allows us to have the
Cal i forni a-focused channel

In addition, we have made a proposal to the
California Association of Racing Fairs, where we would
like to show their live racing on our California-focused
channels. We've had discussions with Chris -- | believe
Chris is here -- and those discussions are ongoi ng.

Basi cally through our contracts and product that
we own ourselves, we have access to 70 percent of the
horse racing that's being run in Anerica through the
showi ng of our TV channels.

Since our |ast meeting, racetrack tel evision
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networ k has been | aunched. What RTNis is a
direct-to-honme private satellite service that requires a
person to have a unique, small dish in order to receive
it. It is sold through nonthly annual subscriptions.

It's a join venture in which we have a one-third interest,
bet ween oursel ves, Robert Comruni cati ons Networking, and
Gr eenwood Raci ng, Inc.

RTN provi des ei ght channels of horse racing.
Three of the channels on RTN will be the produced channels
that we'll be launching in the second quarter

The target market for RTN: | think some people
have been confused, thinking that RTN is our entire TV
strategy. No. It is just our first strike in our TV
strat egy.

Basically what RTN was created for is -- the
target market is the breeders, the trainers, the owners,
and the active handi capper; the person who tended to be
the subscribers to the old T.R N. product that was offered
and the ones that conpl ai ned the nost vehenently when
T.R. N. went out of business. W wanted to work with our
two partners and get a product up and running as quickly
as possible.

It's price is $99 per nonth. There have been
some conpl ai nts about the pricing. The pricing has been
struck on a break-even basis. There is no intention on
our part to make a profit out of this; however, unlike the
old TR N., we also do not want it to suddenly cease

operations.

If we are successful in increasing subscription
we can bring the price down. That would be nirvana for
all of us.

RTN i s managed and adni ni stered by
Robert Communi cati on Networking. That is basically what
they bring to the table as one-third owner. MEC and
Greenwood are the two partners that are basically
produci ng and providing the channels that have the
content on RTN

VWhat we have al so just announced is an
Xpressbet RTN. For those Xpressbet custoners who neet

certain threshol ds wagering, we will provide a
contribution toward or pay the entire subscription anmount.
And if you are a | arge-enough wagerer, we will also pay

for the hardware and the installation costs.

Basically, the thresholds are, if you wager nore
than $5,000 dollars in a nonth, we will provide you with a
$50 credit towards the subscription cost. |If you wager
$10,000 or nore in a nonth, we will effectively provide
t he subscription cost -- or pay the subscription cost on
your behalf. And if you wager $20,000 per nonth or nore
for three consecutive nonths, we will basically provide
you with the hardware and arrange for its installation on
your behal f.

Now we go into the nore exciting part of our TV
distribution policy, and it's actually what | think we al
need in the horse racing industry, and that's broader TV
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di stribution.

As | mentioned earlier, RTNis just our first
step. It was sonething that we wanted to get out very,
very quickly to serve a very small niche market that was
asking for a replacenent of the former service that had
been taken away.

Ri ght now we are actively negotiating |ong-term
distribution deals for carriage of our horse racing
product on both direct broadcast satellite systens as wel
as on various cable, multiple-system operators across the
US. | think at the [ast session soneone asked what an
M S.L. was; we've actually put it in words to make it
easi er to understand.

Qur cabl e negotiations right now are currently
focused primarily within California and certain other
strategi c markets outside of California. The horse racing
TV product that we intend to offer will be packaged with
other digital sports programmi ng and sold to D.B.S.
subscribers and digital cable subscribers as part of the
operators' digital sports progranm ng package.

We feel that the greatest opportunity for
creating new fans in horse racing is appealing to those
fans who tend to have some type of a sports focus or sone
type of a sports fan focus. By offering our product this
way, this w der sports audience will be exposed,
believe, to the thrill of horse racing; and this wll
enhance both production value, quality of production, as
wel |l as returns in the horse racing industry.

As we nentioned at the | ast session, we have
hired a dedicated individual to assist us in our TV

strategy. It is a fellowwho is actually here. His nane
is Bill Bridgen. He is our Senior V.P. of business
operations and affiliate sales. Bill's background is that

he was the former V.P. of affiliate relations for

Fox Sports Net and Fox Cabl e Network, and he negoti ated

| ong-term Sports Net and Fox Cabl e network area agreements
with | eading new affiliates.

Phil is very connected to the industry. He knows
all the players in the industry. The television industry
on the carriage side, | have a background in the Canadi an

i ndustry, is very nmuch a relationship industry. And Bil
has been trenmendous in hel ping us to date.

One thing | do caution -- so that we don't create
fal se expectations -- and | know this from ny Canadi an
experience as well -- is negotiating these carriage

contracts take tine. The usual gestation period in the
best situation is four to five nonths, and they usually
run between six and 12 nonths. W feel that we can

accel erate that process because we've been giving it a

full court press since Bill came on board at the beginning
of the year.
The programm ng, as nentioned earlier, will be

| ed by our Santa Anita production team

Qur last slide here deals with marketing. To be
honest, our marketing efforts to date haven't been as
extensive as we would like themto be. A lot of it has
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been expl ained by the earlier slides when we dealt with
t he problenms that have arisen with the |launch of our
service and the resources that we have been focusing to
address those probl ens.

Three things that we do intend to do is we are
going to do a direct nmail nessage to | apsed fans.
Basically what we are going to do is -- the
Thor oughbred Cl ub dat abase that we have through
Santa Anita has 23,000 inactive nenbers. W are going to
do a direct mail message to them

One thing that we mentioned last tine is that we
fully intend to pronote to the account wagering custoners
the thrill and excitenment of live racing. Wat we intend
to do to the Xpressbet California custoners is to
encourage them through a pronotion, to attend the
Santa Anita Derby Day. W don't think there's a nuch
better day in California to show someone the true
excitement of live racing. And also, we will soon be
airing on Fox Sports West 2 Santa Anita live program an
Xpressbet television comrerci al

Part of the problemin marketing is we're trying
to avoid shotgun marketing. W are trying to do target
mar keti ng. The dot-com conpani es have shown us that you
can spend a |lot of marketing dollars that don't achieve a
| ot of benefits. W want to be sure that those dollars
are spent intelligently.

We do have sone market research ongoing by a
conmpany call ed Acquired Research out of Washington D.C.

They are a | eading research firm

W are very conmitted to marketing. We are very
committed to not only attracting the |apsed fans, but also
to attracting new fans.

That ends our formal presentation. | would like
to turn the floor to the Chairman. | am sure there wll
be sone questions.

MR. LANDSBURG. Open for comment on all of this
presentation. Are there people with questions anong the
Board or in the audience that wi sh to be heard?

MS. GRANZELLA: At the very begi nning you nentioned
hiring 31 additional call center custoner service reps.
Are they located in California? Are they California jobs?

MR, HANNAH: No. CQur call center is located just
outside Pittsburgh, Pennsylvania. Those individuals have
been hired in the Pittsburgh area.

MR. SPERRY: \Where are you with your |abor agreenent
that you were discussing last time with the union?

MR. HANNAH: I'Ill let Jack Liebau address that
questi on.

MR, LI EBAU:. W have net two weeks ago with the
representatives of Local 280. As a result of that
neeting, we have presented to thema witten proposal. And
to the best of ny know edge, they haven't gotten back to
us yet. | amvery optinmstic that an agreenment will be
reached that will be nutually satisfactory to Xpressbet
and Local 280.
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MR. LANDSBURG Is there a Local 280 conmment about

t hat ?

MR. CASTRO M nane is Richard Castro, and | am a

representative of Pari-Mituel Enpl oyees Guild Local 280.

Jack is correct. W have been in collective
bar gai ni ng sessions; however, at the |ast session Jack
wasn't there when they presented the offer to us. And
think it was nmade pretty clear across the table that the
of fer was rejected.

MR. LANDSBURG. What is the next step in this process?

MR. CASTRO | haven't been told the exact date, but |
understand there's going to be a neeting next week when
we're going to present our side of various issues that we
wish to get settled in an effort to come to an agreenent.

MR. LIEBAU. | have to admit that | wasn't aware that
there had been any further negotiations, and ny
under st andi ng was that we had submitted the witten offer
and were waiting for a response; and | take it that there
has been a response. And we |ook forward to further
negoti ati ons.

MR. CASTRO. There's been a | ot of m sconmunicati ons,
so | want to nmeke sure that the air is clear, especially
bet ween Jack and nyself, who | do have a | ot of respect
for. What they did was they presented an offer. And in
that nmeeting was Richard Hugh and George Haynes for their
side of the table.

VWen we saw the offer, Ron Liccardo said we will
write down that we will have another neeting to reject.
And that is what | was relaying to you, that there wasn't

enough in there for us to be confortable to agree to what
they put on the table.

MR, LANDSBURG. | want to rem nd you that at the | ast
neeting one of ny coments to 280, whom | have the
greatest respect, was to present to this Board a wish |ist
of what you think you would want, so that we woul d have
sonme idea and be able to use what powers we have on behal f
of both | abor and managenent to try to find a settlement.
It is now nonths |ater and we have not received that w sh
list.

| feel sonewhat outside the boundary, because
had requested it fromyou. Wiat is it you want? So that
we can have sone idea of what's going on within the
negoti ati on and be able to serve as the kind of nediators
that we believe we are charged with being.

MR. CASTRO. | can't really address what's happened
for the last nonth, but I can tell you this: | wll
accept the responsibility to make sure that you will know
what our irritations are with the current agreenent. |
don't care to make themin a public neeting. | wll put
it intowiting, and I will tell you what we want; and
will do this within a week

MR. LANDSBURG.  Thank you.

MR. SPERRY: Ron, maybe you ought to share with us --

MR. CASTRO. | amnot Ron. M name is Richard Castro.
I"mcalled Prince Charmn ng
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MR. SPERRY: | apol ogi ze.
Maybe you ought to share with all of us and only

with the conmpany your tentative agreenent that you will
reach with Youbet that may serve to give sonme indication
as to what you're looking to get as well as what your
menbers are | ooking for

MR, CASTRO. | understand you are a | abor | eader, and
I think it works best if we don't put things out in
public. It mekes it harder to negotiate an agreenent.

However, with the offer that has been given to us
fromME.C., we would Iike higher wages; we need to
di scuss nore benefits; we need to know how t hese peopl e
are going to be taken into the union; how they plan to
train our nenbers and inplenent our nenbers into these
jobs. It's those kinds of issues that -- there's a
di fference of opinion right now at the bargai ning table.
And before we go farther, Jack, would you say
that's correct? | don't want any nore mnisunderstandi ngs
bet ween your group and our group
MR. LI EBAU. M understanding is that the negotiations
that we have entered into with |ocal 280 relate solely to
the people that are working in our kiosk at Santa Anita,
Bay Meadows, and Gol den Gate. And | stood before this

neeting last tine and | said that we were willing to go to
bi nding arbitration. | have so advised the Horse Racing
Board in witing that we were willing to go to binding
arbitration on this matter under our existing collective
bargai ni ng agreenent. | reiterate that undertaking. W
are willing to do that on 24-hour notice. W entered into

a good faith bargaining with these people. W had a

meeting in which they had six representatives, and | guess
we had an equal nunber in the room

We were supposed to undertake, and within a week
to deliver a witten proposal, and | have, in fact,
conplied with that; and | think that it was tinme that |
found out that our witten proposal had been rejected
because | had assuned that there woul d be another neeting
schedul ed. That hasn't happened.

I will now undertake to call M. Liccardo and set
up anot her negotiating session and nmeet again. |If there
are any other questions or if anyone on the Board thinks
that | can do any nore than I am now doing, | am open to
suggesti ons.

MR. LANDSBURG. Gentlenen, | hope you can reach sone
ki nd of agreenent and get rid of this inpasse because part
and parcel of an agreenent on ADWunder the law is that
| abor not be left behind. | have sone questions for you,
if you don't mind. Any questions fromthe Board, | will
entertain as we go.

At one point you said that there are three
channel s avail able; is that RTN channels? In your
presentation before you reached RTN, you noted three
channel s that woul d be avail able. When?

MR. HANNAH.  We will be producing three channels. Two
will be the live racing. One will be the odds channel
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All three channels will be available in RTN
MR. LANDSBURG I"msorry, will be where?
MR. HANNAH: Avail abl e on RTN Racetrack Tel evi sion

Net wor k, small dish network service. But it is also those
channel s which are part of the package which we are now
mar keti ng through the DBS and through the cable operators;
and maybe on one of the three channels and maybe the three
together. But that is what we are basically pounding the
pavenment with right now trying to arrange for cable and
broader satellite distribution

MR. LANDSBURG. As of this moment and perhaps for the
next six nmonths, as you've indicated, you will have only
an Internet presence; is that correct?

MR, HANNAH: We will have an Internet presence, but we

will also have the RTN presence. As far as a
broadl y- based availability, it will be video strean ng
through the Internet. W are hoping to do it a lot nore
qui ckly than six nonths. | amgiving what is a norma

time frame within the industry.

MR. HARRIS: One of the positive things about the RTN
unli ke the racing network; the racing network was part of
the di sh network, which was also TVG, where at |east you
have the sane type of dish to get TVG and what would be in
this case getting the dish network to RTN?

MR, HANNAH. W will be approaching there
There are two doni nant broad DBS providers in the
United States: Dish and direct TV. Once again, it is
difficult to give details, specific details in a public
forum because we have a conpetitor who is next on the
agenda; but we have approached or will be approaching
those entities. You can probably tell because there is

only two of them and | use past tense and present tense
on the situation. That is on the DBS side.

We have al so been, as | nentioned, on the cable
side. W are nostly California focused right now, and we
have been in discussions with California cable systenms and
we are very hopeful at least in respect to three systens.

MR. LANDSBURG. You have live racing at |least four to
five times during your racing season at Santa Anita. |Is
that contributed -- do you have any sense on the
contribution to ADW?

MR, GAUGHAN. We haven't tracked that yet,

M. Landsburg; but | would believe based on ny fornal
experiences in Irvine when we did tel evised broad horse
racing on television, it would be contributable in lifting
t he wageri ng.

MR. LANDSBURG  You are on Fox now, aren't you?

MR, GAUGHAN. Yes. We just need to run sone reports.

MR, LANDSBURG. |'m sorry?

MR, GAUGHAN:. Yes we are on Fox Sports West every day
from4:00 to 5:00. We need to run sone reports to verify
that there is a bunp or correl ati on between being on TV
and the wagering through Xpress Bet. | believe it would
be there.

MR. HARRIS: One problem | would see, | use your
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I nternet-based system It has problens. The phone-based
one is really conplicated. | would think that it's pretty
cunbersome for sonebody to be watching TV and punch al
the right nunbers to get on the phone without the |ive

operator. | don't see the operator until we get the voice
recognition; but the way it is now for anyone to try, it
t akes soneone smarter than ne to figure it out.

MR. HANNAH: Conmi ssioner Harris, you are precisely
right. We are hoping that the speech-recognition system
when it is available will make the tel ephone side of
betting nmuch sinpler and nmuch easier for the customer.

MR HARRIS: In the interim if your systemis as
conplex as the Australian system at least the way it is
now, you have to punch all these things in the touch-tone
phone. It's pretty cunbersone.

MR, LANDSBURG. |Is there a possibility -- once again,
you keep harping on the idea that California hubs are nore
i mportant to California than the Pittsburgh hub. 1Is there
a possibility that you will consider nmoving the hub to
California where you have closer contact with the audi ence
that we're concerned with?

MR, HANNAH: This is probably nore of a technol ogy
guestion. M. Chairman, just so people aren't confused,
Xpress Bet is actually a California hub, which nmeans al
of the wagers are com ng through a California tote system
It is our call center that is located in Pittsburgh. It
is sonething that we are prepared to consider, but it is
difficult for us to commt to it right now

When you |l ook at -- just addressing tel ephone
wageri ng, other than what Youbet announced today, there
are now three licenses in California. Oher than Youbet
announcing that they intend to launch a Iive-operator

system and none of the current |icensees operate other
than on a tel ephone system As far as enpl oyees | ocated
in California, we have the ki osk enpl oyees that are not
subject to the | abor negotiations. Even Youbet itself,

they are technically hubbed in Oregon. It is the live
operators set up here in California. They have their
custoner call center located in Oregon. | hate to answer

the question defensively, but that is what | have just
done.

| think we've shown our commitment to California
as a jurisdiction through the bricks and nortar that we
have made in the three tracks. W are totally comritted
to benefiting the State of California in any way we can
Unfortunately, we have to operate as a business. W have
an existing call center set up with Pittsburgh head of
operations for |aunching, in cooperation, right now It
is most convenient and easier for us to use the
experienced people that we do have.

MR. LANDSBURG. | appreciate the probl ens of business
having run a business for a long tinme. Qur role has
nothing to do with your business. Qur role has to do with
California; and if you cannot begin the process of
accunul ating nore activity within California for your
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system then you beconme an outbound system | would hate
to see that happen, and al so your license is within -- |
woul d I'ike you to take nore seriously the idea of
implanting here in California a base of operations in
which California | abor, specifically California racing,

can utilize. Are there any other comments?

Oh, An inportant one: You are now offering to a
speci al i zed audi ence what conmes down to be a rebate.
Rebates are not legal. You nmade a coment about how you
can afford the make a rebate to a group of bettors when we
have all said that rebate is not the press by which we
want to see this industry grow.

MR, GAUGHAN. | understand, M. Landsburg. M
understanding is that rewards network does offer noncash
rewards relating to wagering levels. So we're working on
it.

MR. LANDSBURG. You are intent on | ooking on that
agai n because it does becone a rebate? CMC will be back
before us to discuss the way in which that rebate if it
does exist as a rebate is handl ed.

MR, LICHT: There is a cash rebate as well. They also
provi de a cash rebate.

MR, HANNAH: W are prepared obviously to abide by
what ever the CHRB determ nes. The purpose of the program
that we allowed vis-a-vis the RPN subscription is to
encourage greater TV distribution, not to encourage
greater wagering on our system |If the wisdomof CHRB is
that we cannot offer that to California residences, we
will step down imrediately.

MR, LANDSBURG. W have to present that to the AG and
have the AG make a ruling. | amnot the ruling authority.
I just know at this point it smacks of rebate in that you
are giving back to the people a certain anount of noney on

a nmonthly basis. | don't know how el se to characterize
it. Any other comment -- or hold it over to our next
meeting. | don't care to spend any nore time on this
ri ght now

MR. HANNAH. W have | ooked at that issue in the past
and will ook at it again.

MR, LANDSBURG. Do you have any sense in your
gat hering of accounts, your 5,000 accounts, how many of
them are consi stent race goers and how many of them are
new y refurbished, if you will, race goers?

MR. HANNAH: | think it is too early for us right now
The only way we can substantiate that is -- we have the
pie chart that we put on the screen which shows us where
the accounts had been opened. | think one would presune
that the percentage of accounts opened at ki osks probably
represent persons who attends the track at least on a
frequent basis, but it is too early. And it's part of the
data lining that we intend to do as we | aunch our system
and then drill down into the system Because that is also
going to assist our marketing that will give us
denogr aphi cs and i nformati on about the customers we do
have, which then assists us in acquiring new customers.
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MR. LANDSBURG. Then your only outreach at the
monment -- | understand about the other negotiations, but I
under stand your only outreach at the nonment through
Internet and any advertising you can do through your
tel evised programthat would in fact be Magna as an opener
of the race track provide, what, four races or three,

three live races?

MR. HANNAH: | think it is two on the Santa Anita |live
program It is, | think it is two.

MR. LANDSBURG |Is there a reason why it can't be
four?

MR. HANNAH: | think in the one-hour w ndow there is
only two Santa Anita races that go off.

MR. LANDSBURG. I n the one-hour w ndow there are four.

MR. HARRI'S: North and south.

MR, HANNAH: There is. | was thinking only of
Santa Anita.

MR. LANDSBURG. There are six. There is a possibility
of having six races. It would seemto me you woul d want
to have them

MR, HANNAH: W are trying to get a better sense of it.
Qur two San Francisco area tracks do not run concurrently.
They run at separate tinmes. W would be able to do two.

MR. LANDSBURG. You can have a race at 4:02 and a race
at 4:58. That gives you four races from Santa Anita with
a possibility of at |east three races, possibly four.

MR. HANNAH: It's a hel pful suggestion. Definitely
sonmething we will check.

MR. LANDSBURG. More than can be seen on comercia
television. | will say for the 7th and 27th tine is the
way we are going to reach audiences that don't normally
cone to the racetrack. | salute MEC for having at | east
one hour of live racing. W want nore.

MR, LICHT: | have one question and two conments. The

one questions, what is the status of the formal agreenent
with the TOC?

MR. HANNAH: The status of formal agreement with the
TOC is we hope to be able to present it to them by the end
of this week. | have introduced nyself. | am genera
counsel. | have prepared a draft for review by
Jack Liebau. Jack hopefully will be able to review it
today or tonmorrow. | wll reflect those comments and
will provide it to M. Van de Kanp.

MR. LICHT: [I'd rather not see it. Perhaps you wll
have it to us by the next neeting for us to see.

MR. HANNAH: We agree with that. | amthe primary
draft person and | didn't produce the draft for Jack unti
yest erday.

MR, LICHT: There was a letter agreenent between the
TOC that we saw, but it is subject to formalization of a
nore el aborate document.

MR. HANNAH: | will remind the comi ssioners, we had a
t wo- page letter agreenment that had nost of the key details
outlined. There were two further issues that M. Van de
Kanp had spoken to us about the norning of the |ast
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hearing, which we agreed need to be reflected in it as
well as | think in a business context the term sheet and
the full-pledged agreenent. W have now graduated from
termsheet to the full-pledged agreenent. | don't
anticipate that there is anything because | amthe author
of it and the draft review, which hasn't been presented to
the TOC, that will be controversial, but the pudding wll

be in the tasting.

MR. HARRI'S: That could be an itemthat we | ook at for
t he next hearing, would be the intent of the |aw that we
do have these agreenents in place.

MR. LANDSBURG | think that as we move forward with
ADWthat this will be a consistent piece of our next two
or three neetings so we can track the progress and track
the information forthcom ng

MR, HANNAH: The one thing I will nention that as was
alluded to earlier by M. Liebau in his presentation,
since the | ast neeting we have put out an industry paper
t hat basically announces our principle on ADW One of
those principles is what we call the principle clause
which is making the availability to wager on our tracks
avail able to other systens. W have had a nunber of
di scussions with our systens since then and in discussing
with those systens, we have nentioned to themthat they
have to abide by the terms of the TOC agreenment which
practically provides for the maxi mum hub fee that those
systens can take out and inprovise for a supplement the
post fee as well for the California race tracks.

We have an agreement in place. It is just we
don't have the detailed agreenent in place, and we have
been fully abiding by the ternms of the agreenent that is
in place and by the general tenor of the discussions in
agreenent with the TOC

MR. LICHT: As far as the comrents, | think the
5,000 accounts that you have signed up i s phenonenal, and

I think it shows what kind of a market is really out
there; and if we can pronote it, pronote this ADWnore, |
think the market is huge. And | think that in |ight of
the fact that it is a startup business where you really
started without any running start at all, that the product
is really terrific.

I have used Xpress Bet. | have found it to be
user-friendly, very good in every manner of video
streaming. | don't think I have any problemwth it at
all. The first weekend that | signed up the account, that
was a problem Since then | haven't incurred any
problenms at all. | think you' ve done a very good job with
t hat .

As far as the $100 a nonth situation, |'ve tal ked
to you extensively about that. It is obvious to ne that
you don't ook to that as a profit center. That is a
mnimal step. |If you just wanted to sell your product for
$100 a nonth, it would be obvious to nme, you wouldn't have
applied for a license. You would have been in the
busi ness of selling satellite dishes and selling nonthly



21
22
23
24
25
26
27
28
0078
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
0079
01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19

rights to people for $100.

| agree with Chairman Landsburg. It is
i nperative that we get added distribution. But as nuch as
we agree with that or want that, | am sure nobody wants
that nore than you. You love to throw away all those
$100 a month systens and have it on television. | am
certain of that. That's what makes ne think that it is
just an interimstep

As far as on the negative side, the only thing
can see is we need nore dissem nation. W need nore
opportunities for people to see the product on TV. O her
than that, | think you guys have done a great job of
starting up the system

MR, HANNAH: Thank you, Conmi ssioner Licht. Thank you
all, conmi ssioners. First of all, thank you for the
license at the last neeting and al so for your hel pfu
comments in the last meeting, and for your comrents at
this meeting. And we expect that a report like this wll
probably becone a fairly regular itemon the agenda at
these hearings, and we intend to cone and continue to
report fully and forthright to you and to hear what you
say and to work towards acconplishing what you want us to
acconpl i sh

MR. LANDSBURG. Any further comrents on the Xpressbet
presentation? |If not, we thank you for appearing.

I would ask now for a ten-mnute recess before we
begin with TVG

(Recess)

MR. LANDSBURG Before we begin this discussion on
TVG and report from  TVG we have a brief nessage that we

have agreed to hear fromthe gentlenmen who | have -- I'm
sorry, your nane please. ldentify yourself.

MR, TUCKER: Thank you, Chairman. M nane is
Tom Tucker. |I'mwith the California Council on Problem
Ganbl i ng. Conmm ssioners, | just wanted to say that we

wi sh | nstabet and TVG and everyone involved in the horse

racing i ndustry the very best of success and luck in their

procedures. | would say with regards to the rebate, if
you can afford $20,000 a nonth for three nonths, | don't
think you need a rebate.

But the truth is that we know that -- | am al so

vi ce-president of the National Council on Problem
Ganmbling. As such, | amaware of what is being done
around the country with respect to responsi bl e wagering.
Whet her the conpani es are from Pennsyl vania or Oregon, we
are respectful of what they do in those states, but they
are not the same as we have here in California. W do
have | ocal help line services available that can be
started today. W've been in business for 15 years, and
we would like to ask those conpanies get in touch with us
so we can start partnering together to really deal with
this problem And that's basically our comments and we
thank you for your attention

MR, WOOD: Thank you.

MR. LANDSBURG Representatives of TVG be prepared to
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make -- or representative as it turns out, John prepare to
make your report.

MR. HI NDMAN:  Good norni ng, John Hi ndman,
Hi-n-d-ma-n, Vice-President of Comruni cations and
General Counsel for TVG

MR, LANDSBURG | suggest for your confort that you
lift the m crophone.
MR. H NDMAN: | will nove over here. | have no AV

schedul ed today, but | amgoing to read a report about our

first 28 days.

MR. LANDSBURG.  Okay

MR, HI NDMAN:  Thank you, M. Chairnman, nmenbers of the
Board. At the request of the Board, | am here on behalf
of TVG to provide our report about our advanced deposit
wagering activity with California residences to date.
Before starting, we believe ADWis still in its infancy.
And our philosophy is that this is a nmarathon and not the
100-nmeter dash. Wth that in mnd, all of our plans are
for the long-term and we feel very confident in the
ul ti mate success.

While it is our pleasure to appear before you
today, we respectfully submt that we are 28 days into
this process. Meaningful conclusions about inpact of ADW
on California racing will have to be devel oped over a
consi derably | onger period of time such as a year or
even two years.

TVG began accepting wagers by California
resi dences on Friday, January 25th. Presently we have
wel | over 2,000 California residences that have
establi shed a TVG wagering account. All of our account
si gn-ups have occurred outside of racetracks through our
call center or through our on-line site. However, we are
working with our track partners to establish infornmation
ki osks to signup accounts deposit with draw capabilities
at the racetracks in the near future.

For a breakdown of our current subscriber base,
approximately 27 and a half of our new California

customers are sports fans.

MR. LANDSBURG. 27 and a hal f?

MR, HI NDMAN. 27 and a half percent, yes.
53.6 percent are light or casual fans. 14.6 perhaps are
| apsed fans, and 14.3 are new fans who have never attended
a race track. Qur sign-up procedure is in conpliance with
the statute in the CHRB rules. Normally it takes |ess
than ten minutes to establish a TVG wageri ng account.
This is sufficient tinme to acquire all of our required
custoner information online or over the tel ephone, process
that information, performidentity, age, and residency
verifications checks on each custoner, and process the
account. If the information cannot be verified, the
account hol der must provide proof of age and residency
through a formof 1.D. issued by a governnent agency.
Thi s sel dom happens, |ess than 10 percent of the tine.

The handl e report from TVG is included in the

Board packet, and we already heard it as part of MEC s
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presentation. TVG did not process wagers from any
California residences prior to January 25th. | nust add
that earlier results fromLos Al amtos are encouragi ng,
especially in light of the fact that marketing and
promotional initiatives are in early devel opnental stages.

W th continued cooperative marketing pronotiona
networ ks anong TVG, TV Guide -- our parent conpany -- our
cable and satellite television distributors, and our
partner racing association in California, we feel that our
nodel for growth is sound and will yield positive

long-termresults. M. Henson of Los Alamitos will be
pl eased to answer any additional questions you may have in
terms of the Los Alanitos experience with TVG to date.

We remain on schedule for TVG s | aunch on
Adel phia Digital Cable systems in April. Conmunities
where TVG will be avail able on Channel 170 include
Van Nuys, Beverly Hills, Wst Hollywod, Di anond Bar
G endora, Monrovia, Hernpsa Beach, La Habra, Santa Mbnica,
Redondo Beach, San Dimas, Ontario, Santa Ana, Buena Park
Ful l erton, Newport Beach, Placentia, Seal Beach, and Villa
Par k.

Digital is the new cable progranmm ng format.
Eventual ly nearly all cable households will go to this
format. California has anobng the highest digita
penetration rates in the country. Depending on the
speci fic cable system anywhere from 25 percent to
40 percent of total cable househol ds already have digita
service. And in nost areas, those who did not have
digital service can sinply call their cable operator and
request it. For a slightly higher rate, 10 to $15 a nonth
nore, any cabl e household can receive the expanded digita
package of service which includes a higher speed of
channels and in the case of Adel phia includes TVG

Additionally TVG prefers to be on the digita
cabl e platform because the cable return path is the way
that we ultimtely inplenment interactive television
wagering which allows you to place a wager through your
renmote control. Discussions with other cable operators

beyond Adel phia are continuing. W are not able to
di vul ge the details of those discussions at this tine.

At the |last Board neeting, we presented an
overview of our California marketing plan. Mich of that
pl an centered on the use of junp-start TV Cuide
International marketing platform These platfornms give
us the unique ability to market the sport efficiently to
new nontraditional, non-sport audiences. W told you that
TVG woul d have two-full page bl ack-and-white ads in al
California districts of TV Guide Magazi ne, which is
available in 12,500 retail points of sale outlets and has
nearly one mllion paid California subscriptions. | have
with me right here a recent issue of TV guide nagazine for
February 16th through the 22nd, and you can see that there
are the two-full page TV Guide ads for TVG advertisenents
appearing in the magazine.

We are al so running TVG tel evision adverti senents
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a mnimm10 to 15 tinmes a day on TV Guide Channels, which
isin 5 mllion California households. Additiona
tel evision advertising will coincide with the pending
| aunch of TVG on cable in the Los Angeles area and al so on
di sh network where we have already | aunched and will also
be instituting television networks as well

Current advertising in nmainstream nmagazi nes such
as Sports Illustrated and | ocal newspapers such as the
Los Angeles Tinmes or the Orange County Register are on
plan to coincide with the cable |aunches and major racing
events. We also plan to advertise on local radio stations

such as KNX, CBS radi o and Fox Sports radio. And we have
just recently started both direct mail, e-direct canpaigns
on a limted basis, which will ranp up as the year
progresses.

On another note, we | aunched a new wageri ng
website on Monday which is nuch faster, quicker and
convenient for custoners. W are pleased with the earlier
response of the website. W also will be transitioning to
a new on-air graphics |ook at the end of March or early
April which will have considerably nore information for
the viewers to watch, and we're very excited about that as
wel | .

In summary, TVG is pursuing the initiative to
grow t he sport and business as we previously discussed
with you, and we are increasingly optimstic ADWwi ||
positively inmpact California racing. Thanks.

MR. LANDSBURG. Any questions of TVG? | have a
couple. In the digital cable world, how many homes within
reach of Adel phia have digital cable at this nonment?

MR, HI NDMAN. It depends on the actual head-ins. |
did the research |ast --

MR. LANDSBURG  Head-ins?

MR. HI NDMAN:. Yes. On Adel phia specifically, you have
t he head-ins which serves different households. For al
of the Los Angel es househol ds | aunching TVG they will be
doing it fromthree different processing centers, and
around here to get to all the households. That's where
the equi pnent is stored that gets all the stuff

transmtted. And the digital penetration rate, which is
t he nunber of househol ds, goes anywhere from 25 percent to
38 percent.

MR, LANDSBURG It's representing the nunber of
househol ds that --

MR. HI NDVMAN: It represents all of the anal og
househol ds in L. A, which is basic cable, anywhere from 25
percent --

MR. LANDSBURG  You are tal king about digital cable?
Are we getting appl es and oranges m xed up?

MR. HI NDMAN: No. We are not at all, sir. The basic
analog is the total nunber of househol ds served by a cable
oper at or.

MR. LANDSBURG. 1'd like to know how we can receive
t he TVG si gnal

MR. HI NDMAN:  When we | aunch on digital basis,
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dependi ng on the cable head-in which is the one that
serves -- for instance if you are in Santa Ana, you are
served by a different head-in than if you are in
Beverly Hills. Anywhere from 25 percent to 38 percent of
all households will get TVGinitially. As | stated in ny
report, anybody that has anal og basic can call their cable
operator and within a day switch to digital, which nost of
themw ||l at sonme point in the future, as digita
conpani es have very strong incentive to sell this digita
services to upgrade for an extra 10 or $15 a nonth and
recei ve several nore channels including TVG

MR. MARTIN. Mke Martin, California Horse Racing

Board Staff. | spoke with the regional manager of
Adel phia and he gave ne a nunber of 50,000 currently.

MR. LANDSBURG. 50,000 currently.

MR, HI NDMAN. As far as for digital?

MR, MARTIN: Yes.

MR, HI NDMAN: | don't have the exact number of digita
househol ds.

MR. MARTIN. He said by the end of next year over a

mllion. Over a mllion, but the nunmber right now you
said is 50, 000.

MR, HI NDMAN:. For the Los Angel es area.

MR, HARRI S: Whuld have digital or would not have the
option?

. HI NDMAN: | believe that digital services are
avail able to al nost all anal og househol ds in
Los Angel es.

MR. LANDSBURG. Not on certain areas fromreports
have -- but | can't give you specifics, therefore | won't;
but 50,000 is a small percent in this 30 mllion market.

MR, HI NDMAN. We view it as the tip of the iceberg, as
the beginning. And we view it as an excellent opportunity
to market our product with the |ocal cable operator. And
as we nove along and as digital distribution grows, TVG
grows.

MR. LANDSBURG |1'd like for you to report to us on a
statenment made because it's confused all of us at our | ast
nmeeting. W asked for clarification. Wat is the
so-called tax rate issue that we were told now holds the

key to whether or not you will operate in California as a
hub in California?
MR. HI NDMAN: | spoke to M. Wbod regardi ng sone of

the issues. There are several issues regarding TVG
operating as a hub out of California. One of our current
operations is established in Oregon, and we've been there
two and a half years prior to the establishment of the
account wagering in California where our service center is
| ocated. The second issue is an issue regarding license
fees that we felt was worthy of clarification.

MR. LANDSBURG. License fee or tax issue, which is it?

MR, HINDMAN:. It's basically one and the sanme, | nean
in California.

MR. LANDSBURG. Wbuld you explain that to us because
none of us have been able to define what it is that you
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are trying to tell us about a tax issue.

MR. HINDMAN: | had a conversation with M. Wod and
t hought we reached an understanding as to what the issue
that we were | ooking at was, and | got M. Wod' s answer
that he did not feel there was a |license fee on advanced
deposit wageri ng.

MR. HARRIS: As | understand it, the license fee would
be lower in California than Oregon; is that correct?

MR, HINDMAN:. |f there's no |license fee, yes.

MR. WOOD: We did have a conversation. W tried to
define what the |license fee issue was that you related to
the Board, what our |icense application would have been
And our conversation was that it was our opinion that

there is no existing license fee of one or one quarter
percent. | think in the statutes, that would preclude
frombeing located in California. That's true.

MR. HI NDMAN: That's exactly what we di scussed and
what M. Wbod relayed to ne.

MR, WOOD: | think we need to clarify how cone or what
TVG current status is as they relate to that |icense fee.
We know what our position is, but what is yours?

MR, HI NDMAN:. Qur position is that currently we are

pl eased to get your advice on that issue, and we'll act
accordingly in evaluating our future plans.
MR, LANDSBURG |I'd like to go in another step

further. Are we going to have a three-quarter percent tax
currently in Oegon as part of the ampunt of nobneys
traveling downward toward our racing and horsenen?

MR. HINDMAN: It is a one quarter of a percent tax for
Or egon.

MR. LANDSBURG  What does that represent as far as the
horsenen' s share?

MR, HI NDMAN: | guess, it would be --

MR, LANDSBURG 15, 20 percent?

MR, HI NDMAN. No, | don't believe it is that high

MR. LANDSBURG. One quarter percent off the top?
Per haps someone from TOC has nenti oned sonme facts that
woul d elimnate them the one quarter percent. M. Couto.

MR, COUTO M. Chairman, | believe TOC has done an
analysis with regard to the total fee being charged by TVG
whi ch included one quarter percent of Oregon state tax and

a one-hal f percent assessnment fromthe NTRA. And | ooking
just at the one-half assessment of NTRA, depending on
where the wager was derived and where it did race, it did
nmean a net inmpact somewhere between 5 percent and j ust
under 15 percent. So that's exclusive of the quarter
percent which would al so have an inpact on ultimtely
purse revenues and track conmm ssions.

MR, HARRIS: As far as the quarter percent, which is
basically a minimal fee is not in California. There is no
advant age of being or disadvantage of being |l ocated in
California as far as licenses, as | understand.

MR, COUTO  Absolutely not. | can quickly do sone
extrapolation. |If the half percent that the NTRA inpacted
purses between 5 and the early 15 percent would assune
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that the 15 percent stands al one woul d i npact purses
anywhere from2 and a half to 7 and a half percent.

MR. LANDSBURG | think that in view of that, let's
put the tax issue aside and discuss at this neeting if you
can or at the next neeting the probability of having a
center in California. | am naggi ng Magna and Xpresshet to
do so, and | will take it as part of the assignnent of the
license that you do, where it's practical, create a hub
here in California that is workable for California |abor
wor kabl e for California patrons, and therefore nore
wor kabl e for California horsenen.

MR, HI NDMAN: | understand. | wll continue to
devel op our --

LANDSBURG: No nmore blue skies about taxes

H NDMAN:  Excuse ne?
LANDSBURG. No nore blue skies about tax issues
. HINDMAN: | understand the Board's position on
that issue.

MR. LANDSBURG. Thank you. Part of the remarks nade

293 3

took ne a while to digest. It was all a very quick
presentation last tinme, and we noved rapidly in giving
| eeway to TVG however, a coment was nmade, | believe, by

Mark Stevens that TVG will begin to get significant
advertising revenues when their distribution is wde
enough, and at the end of the day their entire business
nodel will then nmake sense, al nbst an exact quote. That
nmeans that we are supporting with what we are getting, a
busi ness nodel that may or may not ever happen, and we
will continue to be supporting that business nmodel on
behal f of TVG for the foreseeable future. As far as | can
tell, because your distribution is now m nimal, your
distribution -- at what point of your distribution would,
with advertising revenue, be sufficient, given the state
of advertising or release fromthe burden with California
bettors, California racing, California State?

MR, HINDMAN:. In terms of that, | think Mark Wlson is
who you are referring to, our CEO?

MR. LANDSBURG.  Yes, Mark W son.

MR HINDMAN: |I'mtrying to understand. W cane to
the last nmeeting to express to you the |evel of investnent
that we've nmade in this entity. W invested about
150 million.

MR, LANDSBURG. It is not our responsibility. W are
not a business organi zati on. Whatever you invested, you
i nvested because you willed to invest it, not because we
asked you to invest it.

MR. H NDMAN:. The fact is that we nmade a substantia
i nvestment. We believe in our business plan, and we
bel i eve our business plan is going to yield positive
results for our racetrack partners, our horsenen partners,
and for the racing industry as a whole, including the
State of California.

MR. LANDSBURG. That renmmins to be seen, doesn't it?

MR. HINDMAN: It remains to be seen for anybody
licensed to conduct this activity, M. Chairman.
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MR. LANDSBURG. We have certain ground rules. W are
waiting for the ground rules to becone clear, and that
wi Il not happen during the spring and sumer. It will be
interesting to see. W would expect, John, to have a
report at each of the Board neetings so we can see the
progress, understand the progress, and understand how | ong
we have to nmmintain the burden.

MR, HARRIS: | don't know if | necessarily agree with
the burden that we are assuming. W are assuning with the
ot her operators. W only have contracts in specul ati on of
the doorway. The matter, as | understand it, TVGis
experiencing | osses, so they're not really making noney on
the bills they have now.

MR, LANDSBURG. | am not aware of their bookkeeping,
nor do | want to be aware of their bookkeeping. It is not

our job to support or sustain TVG Qur job is to neke
sure that California is getting the best possible break
fromwhat it is putting up, what its owners are putting
up, what all of it is putting up, what the race

associ ation are putting up, what TVG has put up, they put

up willingly and in the hope of sone success.
MR, HI NDMAN. | agree and in exchange for doing that
willingly, in the three years we have had a business pl an

that returned 70 percent of the revenues to account
wagering. That is nore than anything el se has offered up.
W rmade a large investnment. Qur business plan has
consistently, not just in California, but every state on
every track which we have an agreement with, returned

70 percent of the wagering revenue -- the revenue from
wageri ng back to the racing industry.

From day one when ot her people were running
around the country taking wagers from every market and
paying nerely a host track fee, we didn't believe in that.
And we believed in returning a | ot of noney to the
industry in addition to our investment and, yes, our
costs are higher than other account wagering deposit
provi ders because we provide nmore service. W provide a
full service 24-hour television network, and we distribute
it in 8 mllion households nationwide. So | do believe
that we are delivering sonething to the racing industry
and racing, you know, where the benefits are nutual.

MR. LANDSBURG. We can al ways di sagree. Any ot her
comments or questions about the TVG report? Thank you

very much for your report. We'I|l expect another one next
mont h, and we'll discuss some of the same problenms. Thank
you.

MR, H NDMAN:  Thank you, M. Chairmn

MR. LANDSBURG. Next itemon the agenda is a report by
the Magna Entertai nment Corporation on the progress of the
veterinary hospital at Golden Gate Fields Racetrack. That
was ny first day on this conm ssion. There was a ngjor
di scussion, and |'ve been a conmi ssioner for a year and a
hal f.

MR. DE MARCO: M. Chairman, Frank De Marco. |'mthe
Vi ce-presi dent of the Magna Corporation, and Peter Tunney
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is here with ne. | came to give you a report on where it
stands today. | have been involved in the process since
August. There was a contractual dispute with the origina
contractor over the tinme and delivery of the plans and the
costs. | made a settlenent with him got rid of the first
one and then issued a new contract to wite out new

buil ders on the 14th of Novenber. They have undertaken
the entire project, and I amin the process of getting a
site plan approved by the City of Al bany. As soon as that
is finished and approved, the contractual commitment is to
finish the project within four nonths of the date of the

i ssuance of the permit. They net again |ast week with the
City of Albany, and they will anticipate they have
approved the site plan with the City of Al bany by at |east
within the next 10 days, and then they will be able to get
the permit and start the project.

What' s happened before, | don't know. Maybe
Pet er Tunney can tell us nore about that.

MR. LANDSBURG. Hell o, Peter.

MR. DE MARCO You're on. | gave you a great buil dup.

MR, LANDSBURG | don't mean by the snmile or snal
| augh to mnimze the seriousness of this matter. |It's
been around for a while, and it is a serious problem It
is nmore than -- it effects horsemen in the north and in
the south. W've heard about it consistently. W heard
that it was on the way to finally solving it a year and a
hal f ago. There was sone proposal before this Board,
that's why | snmiled, Peter. | hope it is not del ayed.

MR. TUNNEY: Menbers of the Board, it is affirmation
of M. De Marco's statenent that a year and a half ago we
actually, as part of the commitnent that Magna nade before
this Board, there was discussion about having an extension
of six and a half percent. It was al so the equine
hospital in that area. That was subsequently rejected by
the City of Berkeley, which should be perceived as nornal,
because the City of Berkeley is not an easy entity to do
business with. They did reject that. So we were | ooking
for a new or different |location in the City of Al bany.

As you know, we share both sides. The site was
actually chosen or suggested by Jim Ghidella, the northern
representative of TOC. W did have sone contractua
probl ens.

Thanks to De Marco, we have selected a contractor
for the site plan. The site plan is going to be submitted

to Al bany. They pronmised to nove it along in their
previ ew process. It doesn't | ook to have any hiccups
al ong the way.

MR. LANDSBURG  Thank you. And I'mglad to hear your
report. Any further comments on the report?

MR, HARRIS: |I'mjust concerned with -- as we get that
conpleted, the total project is going to have to really be
nore than just an ability to take along equiprment. It's
going to take a total conmtnent from several different
segnments of racing. | think at some point, we, GColden

Gates Park, as | understand, is bidding. But | think the
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equi pnent is going to be from other people.

MR. TUNNEY: That's correct, Conmm ssioner Harris. The
buil ding, upon its conpletion, the conpletion of its
exterior and interior, will then be turned over to a group
known to California, which Dr. Hunter has been actively
involved with. And the operation and adm nistration of
that facility will be handled by the veterinarians. It
will be a donation to this project, the building and its
interior.

MR. LANDSBURG Do you have a comrent, Dr. Hunter?

DR. HUNTER: |'ma practicing veterinarian in the
Northern California area. My two concerns were, one, it
seens |ike we are well on our way; and second is that it
woul d be a functional hospital

And | talked to Frank De Marco, and he assured me
that it's nore than just a shell, a building. But we have
an overhead system for inprovenent of the animals. W

have an overhead system for the x-ray unit, and we have
cabi net storage and countertops necessary to have a
functional hospital, and | am hopeful that those things
are included in the project.

MR, LANDSBURG |'mgoing to assunme that it is the
same.

DR. HUNTER: | amgoing to assune that it is, since
talked to M. De Marco.

MR. LANDSBURG. I n the original discussion there is to
be a donation, as | recall -- please forgive ne. |It's
been a year and sonme nonths ago. There was an
organi zation, a nonprofit organization gathering funds for
the hospital to be equipped. |Is that still in place?

DR. HUNTER: We've had a nonprofit corporation set up
since the beginning, back in the early 1980's when they
had the original hospital when it was torn down in
Bay Meadows. That is still operating. And to this day,
we are still collecting surgical fees and x-ray
devel opnental fees, and we have approxi mately $70,000 in a
fund for equi pnent that we dearly need.

MR. LANDSBURG. Is that enough?

DR. HUNTER: No.

MR. LANDSBURG. How are you going to get nore?

DR. HUNTER: W will have to explore that.

MR, LANDSBURG Let's try to help.

DR. HUNTER: W will. Thank you.

MR. TUNNEY: Point of clarification, M. Chairman,
menbers of the Board. Dr. Hunter nade a statenent of the

definition of functional. It is Magna's intent to build
the building with the structural ability that would
transport horses in and out and cordon off, if you wll,
or enclose certain areas that would do x-ray; that would
be opposed to surgical area, and recovery areas. That
woul d basically be the functional part of Mgna's
operation.

But insofar as equi pment and some of those things
that are currently stored and have been stored, then that
will be up to the veterinarians to outfit the building
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fromthere.

MR. LANDSBURG. | believe that is understood. |
believe it is between all parties.

MR, TUNNEY: Dr. Smith, I amnot inviting himup here,
but Dr. Smith is here as well from Northern California.

MR, HARRIS: | think this Board doesn't necessarily
want to get that involved in the negotiations at this
point. | think it needs to be the veterinarians and

Gol den Gate that need to work together to accommopdat e who
does what and what needs to be done so we don't have it
speed out of control down the road sonehow.

MR. LANDSBURG. Just a brief note for the assenbl ed on
a slightly tangential point. Thanks to Magna we now have
commtted -- although | amnot part of it -- a filmon the
Matty Lab (phonetic), which would be shown to the
techni cal experts so that they understand what the
Matty Lab is doing and a second film for the genera
public. | want to thank Magna for their magnificence.

And we shall nove on to the next item of discussion
The next itemis discussion and action by the

Board on the request of the Los Angeles Turf Club to

di stribute $281,250 in charity proceeds to 35

or gani zati ons.

MR, REAGAN: Conmi ssioners, John Reagan, CHRB staff.
Staff finds this request to be in order. Over 86 percent
of these dollars are going to industry-rel ated
associ ati ons and we recomend approval .

MR. LANDSBURG. |Is there any discussion of the
Los Angeles Turf Club Charity proceeds fromthe Board?

MR. LANDSBURG. Before we do that, | just had --

MR. SPERRY: Mbve for approval.

MR. LANDSBURG. Before we do that, | have one
question. It is a small question. Noting that the

| argest single donation is to the Ed Gregson Foundati on
and having known M. Gregson and havi ng supported his
working efforts, | amnot quite sure |I've ever |earned --
and woul d appreciate after the neeting at some point to be
i nfornmed on what exactly the foundation is geared to do.
I don't think we should take up necessarily Board tine for
ny information, but | would be curious to know since it's
such a | arge anount of noney that's being given to the
Gregson Foundati on.
Do you care to conment on that?

MR. LI EBAU. Jack Liebau, President of Santa Anita.
Yes, we have requested and received fromthe
Gregson Foundation a witten format as to what their

activities are. Just to give you an overview --

MR, LANDSBURG |If you can pick up the mke.

MR. LI EBAU. They organi ze and support a trenendous
anount of activities on our backside, for the people that
work there; and that's the nmain purpose of the funds that
we are contributing to them

We will be glad -- and | think it will be -- you
know, at the next nmeeting, we will send you a copy of the
witten explanation that we got. But | think that it
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woul d be good for the Gregson Foundation itself to make a
presentation as to what its activities are, so everybody
will be aware of what they are doing.

MR, LANDSBURG. Fair enough.

Any further Board discussion?

MR, DOUGHERTY: Ed Dougherty, California Thoroughbred
Trainers. | just wanted to point out, in addition to
that, that Santa Anita has been very generous to the
Gregson Foundation in hel pi ng backstretch causes, and that
those funds do all go directly to numerous programs for

backstretch enpl oyees; and we'll get you a breakdown on
those activities.
MR, LANDSBURG |'mvery pleased, and | | ook forward

to hearing about it.
Any ot her comments?

MR WOOD: M. Chairman, | would like to point out for
the assenbly that $10,000 of the nobney fromthis charity
was contributed to the California Council on Problem
Ganbling. $10,000 of their funding comes fromthis

contri bution.
MR, LANDSBURG. Thank you.

And if there are no nore discussions, | wll
entertain a notion to accept.
MR. SPERRY: | nopbve to accept the proposal

MR. LANDSBURG Moved by M. Sperry.
MS. CRANZELLA: Seconded.
MR. LANDSBURG  Seconded by Ms. Granzell a.

And any further discussion now?

May we have a vote, please, accepting the request
of the Los Angeles Turf Club to distribute $281, 250. Al
in favor of this proposal?

[t's unani nous.

(Motion was passed unani nously)

MR, LANDSBURG. W <th that, we need a report fromthe
Benevol ent Prograns Comrittee.
Ms. Sheryl Granzella, will you give us a report.
MS. GRANZELLA: | chaired the neeting of the
Benevol ent Conmittee yesterday. W have two items on the
agenda. We're both concerned with the Thoroughbred
Hor senen's Foundation -- you want to stand up?

Cliff has been doing a great, sensational
wonderful job turning around the CTHF. He has stabilized
the foundati on and has been doing all this while he's
continuing to provide for the 6,000 backstretch workers
and their dependents.

To help acconplish this goal, M. CGoodrich wanted
to ask us to anend Rule 2049 to allow for four additiona

directors for the CTHF Board, fromfive to nine, so the
foundation can bring in some new people to serve on with
the current five directors.

And because Rul e 2049 covers organi zati ons ot her
than the CTHF that don't necessarily want nore than five
directors, we devel oped sone | anguage allowi ng for a
m ni mum of five and a maxi mum of nine directors, which
woul d give the CTHF what it needs wi thout requiring others
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to change. So Commi ssioner Sperry and | recommend that
Board approve the anendnent 2049 for public matters.

MR. LANDSBURG. Any di scussion?

Wul d you direct that particular change for the
45-day notice, and we will nopve on.

MS. CGRANZELLA: Second iteminvolved rule 2050, and
again, M. Goodrich requested that we -- right now, when
t he backstretch workers are laid off, all of the CTHF
health services stop imediately. So |ike COBRA what
we' re recommending is that the CTHF give them sone tinme to
find some alternative health care. So the proposed
anmendnment woul d authorize the CTHF providing health care
services to workers and their dependents for one year
after they leave the industry. And the anendnent al so
redefi nes dependent. [It's redefining dependent as a
spouse or child of the person who is eligible for CTHF
benefits.

Also, rule 2050 currently limts admnistrative
cost to 10 percent of the budget. And because
M. Coodrich and his Board have been so successful in

trimm ng overall costs, they would |like to -- the nath no
| onger works and they'd like to increase the budget from
10 percent to 15 percent, to change the proposed amendnent
allowing for admnistrative costs for 15 percent. And we
al so approve this rule anendnent for 2050 for public

noti ce.

MR. LICHT: Sheryl, | have a question about a
stepchild. You want to include that as a person who is
eligible?

MS. GRANZELLA: What they are doing is they are going
by incone tax returns. So a dependent would be a
dependent .
MR, LANDSBURG. We will so recommend for a 45-day
notice and take it up at our next neeting.
Thank you, Conmmi ssioner Granzella, for your
report and your time and your effort and your energy.
They ask a lot of us. And we're paid handsonely.
Let it be on the record that after taxes it is $99.
MS. GRANZELLA: 98.
MR, LANDSBURG. 98, sorry.
Ot her busi ness, general business, conmunications,
reports, requests for future action of the Board?
MR, DOUGHERTY: Charlie Dougherty, California
Thor oughbred Trai ners.
| just felt it was very inportant to report to
the Board that as of next Friday, horse racing could be
facing a catastrophic situation in regards to worknmen's
conpensation. W had in the past as many as three

carriers. This past year we've only had three carriers
that have been willing to come into California and provide
wor kmen' s conpensation benefits. As of next Friday there
will only be one carrier, State Fund, who is nmandated by
law. And at the same time they will also be announcing
that they were increasing their prem um benefits by 25
percent.
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So we have, as | said, a very serious situation
| believe that it is of the upnost inportance that the
raci ng Board take a very proactive position and attenpt to
get an industry wide sumrmit with the Insurance Conmm ssion
and maybe State Fund and attenpt to try and | ower these
rates.

MR, LANDSBURG. Any conments?

MR. LICHT: There is no carrier whatsoever that is
goi ng to provide any workers' conp coverage for the
backstretch?

MR, DOUGHERTY: At the tinme there are two | abor code
sections that mandate jockeys and exercise riders be
covered. And because of that, it has been deemed to be a

hi gh-risk industry. Thus, no other carriers will conme in
and provide benefits in California.

MR. HARRI'S: | don't know how rmuch we can di scuss at
this nmeeting, but this is a high priority. | think the

Board needs to try to help in any way we can because the

Board does require workers' conpensation coverage by

trainers; and if they don't get it, it is a big inpact.
MR. LICHT: They can get it from State Fund.

MR, DOUGHERTY: An exanple of the situation at hand,
we have a trainer up north who has 30-plus horses who
basi cally has been paying prem uns of approximtely
$32,000. He's been notified that his premumw Il go up
to $80,000. So those are the types of increases that
we' re | ooking at.

State Fund -- it costs -- if you have not been
with them wi thout any discounts applying, they are
requiring a person to pay $93 per start to cover the
jockey in workers' conp. They are requiring 32 per 100 in
their premuns, and the rates are just out of sight. And
I can assure you, trainers north and south are al
considering either getting out of the business or noving
el sewhere. |It's that traumatic of a problem

MS. MORETTI: Charlie, do you need us, the CHRB, to
work with the State Comm ssioners office with you?

MR, DOUGHERTY: Basically, so the Board is aware
Jim CGhidella has spent a |ot of hours working with an
i nsurance agent to try to put together a program Ri ght
now it doesn't look like that is going to go on

I've been dealing with the chief underwiting
manager of State Fund, asking for sone kind of rate
reevaluation. But | believe it is going to take the
California Horse Raci ng Board, because of the prestige of
the Board, to inform State Fund and/or the Insurance
Conmi ssion that we have potentially a catastrophic
situation approaching us. | believe it is going to be up
to the Board to get this done.

MR, LANDSBURG. | hear the problem | amtrying to
see a productive way -- | just don't want another neeting
that spins our wheels because we've been spinning around
with this for three or four nonths. So may we take it
under advisement? | amtrying to determ ne what committee
it belongs in.
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MR. WOOD: M. Chairman, | think probably I would Iike

to make a recommendation to see if we can come up with a
solution, a tenporary solution. As we all know, a
| ong-term solution has to be done | egislatively, and
that's not the area we have to address in the short run.

As Charlie has already just explained to you,
think it would be acceptable or at |east an effort should
be made by the staff in cooperation with ourselves as
conmi ssioners to at |east contact sonme of the insurance
carriers and the insurance comm ssion, and on an emergency
basis, to see if there is sone type of relief that can be
of fered for these rate increases.

Charlie has worked with many people in the
i ndustry. The industry plans that have been discussed
through TOC in changing the policy will not come about. |
thi nk what we have to do nowis to try to get the rate
changes at this |late date through the governnent
bur eaucracy.

| offered Charlie Dougherty and horsenen, their
staff assistants, to neet with anybody, any place, any
time, to find out if there is sonme direction we could
offer in our report back through you and the comm ssioners

who want to be involved. W will do that in the next
seven days to help find a solution. One of them m ght
find some insurance carrier who may change their mnd
about witing this workmen's conpensati on i nsurance.

MR, LANDSBURG. | think it would be hel pful, Charlie,
to have a small group, not a |large group, not a massive
i nfusi on of people, who can nake a presentation to the
State I nsurance Commi ssioner. | don't know if that's been
tried or not.

MR, DOUGHERTY: Not to ny know edge.

MR, LANDSBURG | think that we have to go from state
board to state board in order to try and find a solution
We have no other particular problemin this case except we
are facing an enmergency situation in racing. Could we
gather a conmittee made up of racing association
i ndi vidual s, trainer representation, owner representation
and the Board representation, which nmeans four or five
people, to go before the Insurance Commi ssion on an

enmergency basis because of where we are? | don't know
anyt hing el se we can do.

Meanwhil e, the staff -- this is instruction to
the staff -- to begin nmaking contact, not Monday, but

tomorrow, with the Insurance Comri ssion, to see if such a
nmeeti ng can produce practical results. And neanwhile,
start formng the conmttee now.

MR, DOUGHERTY: You have the assurance that the
California Thoroughbred Trainers will be anywhere, any
time for the neeting.

MR. LICHT: Any other volunteers? You notice there's
a lack of volunteers.

MR. LANDSBURG. | vol unteer.

MR. DOUGHERTY: Jim Chidella --

MR. LANDSBURG. Do | have a TOC representative in the
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house?

MR. DOUGHERTY: Jim Chidella.

MR. LIEBAU. Yes. | just wanted to say as far as a
long-termsolution with our dealing with it at this
nonment, because of the emergency nature of this, we are
| ooki ng at sone nunbers as to whether there could be sone
sort of state-sponsored workmen's conp for the industry
that naturally would take a | egislative solution and m ght
necessitate a slight increase in the takeout on exotics.
That is something that we're looking at. W think that in
the overall market place, we are very conpetitive as far
as the takeout for exotics in California. W nmight be
abl e to devel op sonme noney that could do a | ot of good for
the industry as far as solving the workers' conp probl em

MR, LANDSBURG. That is on a |onger range?

MR. LI EBAU: Absolutely. On the legislative thing, we
have to do a | ot of homework as far as setting up a fund
that woul d be somewhat sinilar to what we had in New York.

MR. LANDSBURG. As we proceed on this initia
energency process, can you, M. Liebau, or whoever else,
represent a racing association?

MR. LI EBAU. Yes.

MR, LICHT: That is asking the ganbler to underwite

the business of a trainer. That is the sane thing that we
were tal king about with TVG why should we underwrite
their operation? Wy should a ganbler underwite workers
conp? That seens |ike a discussion for another day.

MR, LIEBAU. It is, and | think the ganbler does in
fact to a large extent underwite every gamng activity,
whet her it's Las Vegas or racing or whatever it m ght be.

MR, HARRIS: | think in the overall workers' conp
system we have to look at the different facets of it.
Sonme of it has to be safety and followi ng up on cl ains.
And a lot of things initially seemlike we need to get
some conpetition in the market.

MR, WOOD: Can | respectfully request that M. Liebau,
M. Gnhidella and M. Dougherty wait a few m nutes after
the neeting is concluded so we can schedul e sone
cooperative efforts to begin to address that issue?

MR. LANDSBURG One of the comments nmade in today's
nmeeting was the possibility that CNCis also in the
busi ness of quote, rebate. And | would |ike the Board to
exam ne that question.

MR, WOOD: | would respectfully refer that for review,
if that's what you want to do. W'I|l set a neeting with
the pari-mutuel conmittee.

MR. LICHT: That would be good. We would be happy to
do that.

MR. BAEDEKER: Ri ck Baedeker, Hol |l ywood Park. CQur
staff will review rebates at Hol |l ywood Park. W wll neet
with themat Churchill. As | said, | have a full-time

person who all they do is try to identify rebate problens,
and | amgoing to have a discussion with them as well

MR. LANDSBURG. Can we schedul e a pari-nutue
committee neeting prior to the Board neeting on our next
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neeting?

MR. LICHT: Yes.

MR. LANDSBURG. In Arcadia?

MR WOOD: We will do that.

MR. LANDSBURG. Yes, sir.

MR. LI EBAU:. Jack Liebau. | happen to be chairman of
the California Marketing Comrittee. | think in
preparation for that neeting, it might be well that there
m ght be sone exani nation of the underlying | aw regarding
rebates, because | think that the only regulation has to
do with sinmulcasting to places out of state.

I have | ooked at the |aw nmyself and don't intend

to be an expert. | don't think there is any |aw agai nst
rebating by a racetrack or by any other entity. \Whether
that's fortunate or unfortunate, | don't know, but | think
that we should not assune that rebating in general is,

per se, against the law. | don't think there is any |aw
on that.

MR. LANDSBURG. We will be glad to investigate it as
part of that neeting. Thank you.
Any ot her requests for Board action?
MR HAIRE: | would like to be on the conmttee with
the owners and try to find a solution to the workers' conp
problemthat's been coming on for a while, and | would

like to be a part of that also.

MR. LANDSBURG. Can you stay after this neeting to
di scuss it?

MR. HAIRE: Yes.

MR. HI NDMAN:  Just wanted to clarify one point for the
record. | was able to get nore information for the Board,
M . Chairman

TVG the |launch on Adel phia covers 500, 000 anal og
homes in Los Angel es, of which 500,000 currently have
digital service. Wien it cones on, there will be 105, 000
that get the TVG service. All of the rest of the 500, 000
wi |l have the opportunity to upgrade. | wanted to provide
that as a point of clarification.

Thank you.

MR, LANDSBURG. Any further discussion or
conmuni cati on?

MS5. ROSIER: Laura Rosier, and | have sonme nore
nunbers for you.

MR. LANDSBURG. CGet to a mcrophone

MS. ROSIER: | can't reach over there.
| amjust here to say hello again, so you don't
forget us. | wanted to update you on a few of our horses

that are running out of San Luis Rey Downs. One of our
pride and joy is Lady George the Underdog.

Since | was with you all last tine and reported
that she won the Cal Cup Juvenile on the 20th of Decenber,
she al so won the Cal Breeder chanpi onship; and on
January 21st she finished third in the Santa Inez; and

this | ast weekend she won the Boo La Boo. And | guess she
won also the California Philly Award. | guess that's what
they call it.
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Anyway, she's doing really good, and she's meking
us proud here in California and San Luis Rey.

Anot her horse that we have up and com ng from
San Luis Rey is Anne Marie, and she won three races in a
row since | was there last, and she finished | ast week --
she finished second in the La Canada.

So we just wanted to |let you know that our horses
are doing well, and also that these people ship their
horses out of San Luis Rey usually the day of the race and
bring them back in the evening, especially Lady George;
she likes to eat at hone, and her owner, M. Cordon, said
to let you know t hat.

The reason |'m bringing the 2001 nunbers to you
today is because | asked M. Van de Canp if there was any
nore information that we could bring and the only thing he
t hought m ght be interesting would be to see the 2001
nunbers. That's what you have today. And | hope | put it
in a format that was easy to read and understand.

The top block is --

MR. LANDSBURG You are getting so good at chart
keepi ng that even | can read them
MS. ROSIER:  Thank you.

The top block is for 2001. And we are going by
the Scott racing. That runs from 10/1 to 9/30 of each
year. And the bottom bl ock shows fromthat tine till now,

just what's going on so far this year.

The exciting thing that | see fromthe nunbers
fromthe 2000 year is that Fairplex and San Luis Rey have
both increased their races run by al nost 200 races each
So it shows that we're both running nore horses and addi ng
nore to California Horse Racing.

Anot her interesting thing that | found when | was
goi ng through the nunbers is that on our 2001 tota
starts, which was 958, that canme from 250 runners, which
to me, seens to be pretty interesting. That neans that
fromthose 250 runners, we were running themlike four
times in the year, which | think is very good.

MR. LANDSBURG. It's inpressive.
MS. ROSI ER: That is out of 250 runners.

We have to renenber, too, that we had in 2001
usual |y between 300 and 380 horses on the ground. So you
are looking at a small nunber of horses running. | think
that is a pretty decent anount of races.

Al so, an inportant point to make here is that out
of those 958 races, 765 of those races were at tracks that
participated in the SCOTWNC program | think that's
i mportant to note that nunber.

And | guess that's about all that | have for
today. W haven't heard any official offers yet for our
preservation of San Luis Rey Downs.

MR, LANDSBURG. We are waiting for the Scott W nk
committee, which nmust present its findings to us at sone
poi nt; and at some point before it gets too late, we are

awai ti ng those recommendati ons. And when we do, we will
take into account all of your charts over the year. It's
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been a pl easure seeing you again
M5. ROSIER: Thank you very nuch
MR. LANDSBURG. O d business?

If there is no old business to be discussed or
rai sed, then this part of the session is over. The Board
will now go into executive session for the purpose of
reviewi ng pending litigation, reaching decisions on
adm nistrative |licensing and disciplinary hearings, and
personnel matters, as authorized by Section 11126.

(Hearing adjourned at 1:21 p.m)



